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China Shengmu Organic Milk Limited (the "Company” or
“Shengmu”, together with its subsidiaries, the “Group”) is an
integrated " Forage Grass Planting, Cows Breeding” desert eco-organic
circular raw milk enterprise, covering the entire value chain of the dairy
industry, from forage grass planting and cows breeding to raw milk production.
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With a safe milk source base as the core, organic planting and breeding, high quality organic

raw milk as the basis, Shengmu is able to secure partnerships with downstream emulsion
companies. Currently, the Group has 33 farms with a stock of 130,000 cows and a daily production
capacity of approximately 1,869 tonnes of fresh milk, of which 20 are certified organic farms and
3 are DHA farms. Shengmu's unique organic eco-sand treatment industry system in the Ulan Buh
Desert has been selected by the United Nations Global Compact as the best integrated practice

for the "Sustainable Production and Consumption” category. The Company is also the first

with its raw milk brand in Mainland China that has obtained dual certifications of organic

standards domestically and in the EU as well.
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Highlights
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For the six-month period ended 30 June

HZ6 A 300 EAEA K

2022 2021 Movements
(BRAEBIFBIASN - FiE 2022 20214 o)
(All amounts are in Renminbi (‘RMB”), SEYUARYESE (Unaudited) (Unaudited)
RMB’'000 unless otherwise stated) WUANREF THIR) (REER) (REgEZ)
Operating income!” EEWAD 1,600,623 1,499,620 +6.7%
Revenue HE WA 1,548,581 1,446,189 +7.1%
Gross profit EH 512,764 547,290 -6.3%
Profit for the period H A 5 A 243,242 271,471 -10.4%
Basic earnings per share (RMB) BERERAMN(ARET) 0.027 0.031 -12.9%
Sales volume (tonnes) = (M) 311,565 287,856 +8.2%
Average milk yield per milkable cow PRI E B
(tonnes/year ® head) (Mg, 4 + 58) 10.53 10.29 +2.3%
Self-reproduction rate (%)? B SRR (%) 5.4% 2.0% +3.4 percentage
points
BOH
Size of herd (Head) BERAREGER) 130,802 122,5189 +6.8%
Notes: 5
(1) Operating income is calculated as revenue plus other revenues. (1) BEUAZREERAMEMRAGTESE -
(2)  Self-reproduction rate is the change in heads of productive biological assets at the  (2) BEEHXAEENEYMEEHRESE |5
end of the Reporting Period compared with the end of the Prior Period (excluding the REBEH ) (FIBRINB R AETFERED o
balance of purchased heads).
(3)  Size of herd (head) represents the number of head as of 31 December 2021. (3) FEHRR(3E)I2021F 12 831 HEEH -
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Increase in the number of organic farms: During the Reporting Period,
one more farm was converted to an organic farm. As at 30 June 2022,
the total number of organic farms of the Group has increased to 20, with
an average daily organic fresh milk production of 1,364 tonnes. During
the Reporting Period, the Group recorded sales of organic raw milk of
223,000 tonnes, which accounted for 71.5% of total sales of raw milk,
representing an increase of 20.9% as compared to the Prior Period.
Along with the increase in organic fresh milk production, the Group's
profitability could be further strengthened.

Steady growth in operational indicators: As at 30 June 2022, the herd
size grew by 6.8% as compared with the end of last year, while the self-
reproduction rate has reached a new high of 5.4%, representing an
increase of 3.4 percentage points as compared with the Prior Period. The
average milk yield per milkable cow for the Reporting Period increased

by 2.3% year-on-year.

Socially responsible and internationally recognized for our dual-carbon
strategy:

In January 2022, the dual-carbon strategy adopted by the Group was
selected by the World Economic Forum (Davos Forum) as a case in
its "New Nature Economy Report Series”, fully demonstrating that the
Group's dual-carbon strategy is well recognized and appreciated by the

international community;

In March 2022, the United Nations Global Compact's “2021 Corporate
Best Practices for Achieving the Sustainable Development Goals” list was
released, and the Group's unique organic eco-sand treatment system
was selected as one of the “Corporate Best Practices for Achieving
the Sustainable Development Goals (Sustainable Production and
Consumption)”;

In July 2022, the 17" China Corporate Social Responsibility - China Forum
was held in Beijing, and the Company was awarded the title of "2022
Corporate Social Responsibility - Leading Enterprise” in the Golden Bee

Influencer List.
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Management Discussion and Analysis
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Industrial Overview

In the first half of 2022, the international geopolitics was complex and severe,
coupled with frequent and sporadic outbreak of the COVID-19 in Mainland
China posed adverse impact to the domestic economy. Nevertheless, the Gross
Domestic Product (GDP) of China reached RMB56,264.2 billion for the first half
of 2022, representing a year-on-year (“yoy”) increase of 2.5%, while total retail
sales of consumer goods amounted to RMB21,043.2 billion, representing a
slight yoy decrease of 0.7%. Retail sales of food and oil products and beverages
increased by 9.9% and 8.2% respectively in units above the designated size. In
the first half of 2022, the China's consumer price index (CPI) rose by 1.7% yoy
and the national per capita disposable income was RMB18,463, representing
a yoy nominal growth of 4.7% and an actual yoy growth of 3.0% net of price

factors.

For the dairy products industry, the dairy products consumption growth
decelerated in the first half of 2022 as a result of the outbreak of the COVID-19.
The production from sizeable dairy product manufacturers in China still
reached 15.109 million tonnes, representing a yoy increase of 1.0%. In terms
of imports, during the Reporting Period, the total amount of dairy products
imported by China dropped significantly as compared with the Prior Period.
With the rising cost of imported dairy products and the development of high-
end domestic dairy products, consumers are more inclined to choose products
made from domestic fresh milk sources, accelerating the rising trend of
domestic milk self-sufficiency. In the first half of 2022, China imported a total
of 1,783,500 tonnes of various dairy products, representing a yoy decrease
of 18.1%, equivalent to 10,480,000 tonnes of raw fresh milk. Among them,
according to the China Customs Statistics, in the first half of 2022, China
imported 676,500 tonnes of large packets of powder, representing a yoy
decrease of 11.8%; 252,800 tonnes of whey products, representing a yoy
decrease of 36.6%; and 393,300 tonnes of packaged milk, representing a yoy

decrease of 21.9%.

In terms of the dairy farming industry, the price of raw fresh milk fell in the
Reporting Period compared with the Prior Period, with the average price of raw
fresh milk in the primary dairy-producing provinces (regions) monitored by
the Ministry of Agriculture and Rural Affairs in the fifth week of June 2022 at
RMB4.12/kg, representing a yoy decrease of 4.2%. In terms of feed, according
to data monitored by the Ministry of Agriculture and Rural Affairs, the national
corn average price in the fifth week of June 2022 was RMB3.02/kg, representing
a yoy increase of 1.0%, while the average price of soybean meal was RMB4.45/
kg, representing a yoy increase of 20.3%. According to customs statistics, China
imported a total of 817,700 tonnes of hay in the first half of 2022, representing a
yoy increase of 6.9%. The average CIF price was US$459.45/tonne, representing
a yoy increase of 29.6%. Among them, the total import of alfalfa hay was
741,900 tonnes, representing a yoy increase of 16.7%; the total import of oat

hay was 75,800 tonnes, representing a yoy decrease of 41.3%.
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Management Discussion and Analysis

Business Overview

The principal business of the Group is dairy farming, production and sales of
high-end desert-based organic raw milk and quality non-organic raw milk.
The Group focuses on the production and sales of desert-based organic milk,
while satisfying the diversified needs of customers for quality raw milk, and
continues to develop a variety of functional raw milk to enrich the Group's

product mix and enhance its profitability.

HERD SIZE

As at 30 June 2022, the Group had a total of 130,802 cows in stock,
representing an increase of 6.8% compared with the end of the previous year,
of which 86,578 were organic cows. The Group continued to optimise the
structure of cows, with organic cows stock increasing by 8.7% compared with
the end of the previous year, a self-reproduction rate of 5.4% for productive
biological assets. The reserve of cows is sufficient and the size of cows
continues to grow with high quality.

BB WR DN

FIEHba
AEEIEXBRNTRE  LENHEES
mPEBRENY - BEIFBHERY - N
SEEIDRARPEEHERT - ARm
REFPHEERPHZ T(EHENR - THFIE
HERINEEERINA L EAREEERGRE
RARNKEEFNEES

BERAE

EHZE2022F 68308 AEERKBEAYF
TFHE0130,80258 F MEGFRIER6.8% - H
AT IHE86578% - EEIFHER
b4 B - BRI FRER EFRIEA
8.7% HEUAEMEEBEERSESLY
BEBFHREERR  SRHARSEELE
ﬁ °

Unit: Head B : B
As at
30 June 2022 31 December 2021
202256 A30H 20215124318
Calves Calves
Number of Milkable and  Fattening Number of Milkable and  Fattening
Farms cows Heifers cows ! Subtotal Farms cows Heifers cows Subtotal
Lie) BER e BER
g8 BEL4 BR4E  AR40 Nt g KAF B4 BEgw et
Herd size ERRR 33 61,384 58,914 10,504 130,802 33 60,154 54,007 8,357 122,518
1 For the data in this table for this current interim period and previous year, the number (1) ARBPAPHR EFEEE - BR4ESE—

of fattening cows refers to the number of cows raised on a fattening cows farm.
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Management Discussion and Analysis
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CONTINUED GROWTH IN REVENUE SCALE AS RAW MILK SALES
INCREASED

During the Reporting Period, the Group sold a total of 311,565 tonnes of raw
milk, representing an increase of 8.2% as compared with the Prior Period.
The Group achieved sales revenue of RMB1,548.6 million in the Reporting
Period, representing an increase of RMB102.4 million as compared with the
Prior Period, mainly due to the increase in total milk yield and sales volume of
raw milk as a result of the increase in the Group’s milk yield per cow and the
number of cows during the Reporting Period. The Group recorded a gross profit
of RMB512.8 million for the Reporting Period, representing a yoy decrease of
6.3%, and a gross profit margin of 33.1%, representing a yoy decrease of 4.7
ppt. The decrease in gross profit margin was mainly due to the relatively large
increase in cost of feeds required by the Group for dairy farming.

REDUCING COSTS AND INCREASING EFFICIENCY IN RESPONSE TO
RISING FEED COSTS

The market prices of raw milk decreased in the first half of 2022 as compared
with the Prior Period. During the Reporting Period, the average sales price of
raw milk of the Group stood as RMB4.97/kg, representing a decrease of 1.1%
as compared with the Prior Period, which was lower than the industry average.
Due to the increase in feed costs, the Group's full cost for a kilogram of milk
was RMB3.3/kg in the first half of 2022, of which the feed cost for a kilogram
of milk was RMB2.7/kg, representing an increase of approximately 6.6% as
compared with the Prior Period. Faced with the severe challenge of rising
costs, the Group has taken various measures to curb the pressure caused by
rising costs, and empowered forage suppliers through financial resources
to ensure that the Group can obtain better forage under the same conditions
measures. By actively expanding procurement channels, purchasing from
more manufacturers directly, and strengthening the cooperation stickiness
of strategic suppliers, and through the help of shareholders, and deployment
of industry resources such as COFCO, Inner Mongolia Aiyangniu Technology
Co., Ltd. and Beijing Dabeinong Technology Group Co., Ltd., we can obtain
better procurement channels; through the establishment of a strategic
procurement system, we can comprehensively predict the price trend of major
forage materials in advance, and cooperate with farms. The Farm Nutrition
Centre cooperates and communicates timely to adjust the formula of dairy
cows breeding and improve the cost-effective level of forage supply for dairy
cows. At the same time, adhering to the principle of concentration rather than
fragmentation, we optimised our supplier resources to realise our cost and
service advantages by exchanging volume for price. In addition, the Group was
able to reduce costs and increase efficiency by lifting the average milk yield
per milkable cow, and was able to effectively curb the significant decline in
gross profit margin against the backdrop of the generally affected gross profit

margin in the industry.
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Management Discussion and Analysis

Operation Review

ORGANIC RAW MILK PRODUCTION CAPACITY RISES TO CONSOLIDATE
THE LEADING POSITION IN INDUSTRY

The growth rate of overall market consumption of dairy products declined in
the first half of 2022, but the growth rate of high-end organic dairy products
consumption remained impressive, benefiting from the trend of high-end
development of the industry. To meet the fast-growing demand for high-
end organic milk from customers, the Group has been actively increasing
its organic raw milk production capacity, and the Group converted one more
farm into an organic farm in the first half of 2022, with the organic raw milk
production capacity reaching 1,364 tonnes on average per day, representing
an increase of approximately 203 tonnes as compared with the Prior Period.
Against the backdrop of high competitive barriers and difficulties in expanding
production in the organic raw milk industry, the Group has maintained a
steady expansion of its organic production capacity in recent years, effectively

consolidating the Group's leading position in the organic raw milk market.

LEAN OPERATIONS, INCREASED MILK YIELD PER COW AND
IMPROVED RAW MILK QUALITY

During the first half of 2022, the Group promoted lean operation and
management in each of its farms, upgrading and renovating farm facilities to
reduce the impact of various heat stresses on cows and improve cow comfort.
In the current environment of rising feed costs, the Group actively strengthened
the management of nutritional feeding for cows, optimising the nutritional
formula according to the cost of different feeds on the one hand, and enhancing
the herd management of cows on the other hand, so that cows with different
milk production capacity can be matched with the most suitable feed supply.
In addition, the Group hired cow feeding experts during the Reporting Period
to develop the best feeding practices for different farms and cows in order to
reduce the incidence of cow disease, increase cow production and improve the
quality of raw milk. As a result of the proactive responding measures adopted
by the Group, during the first half of 2022, the cow production levels improved
significantly, with both first-born cows and mature cows meeting their peak
production targets for growth, with average annualised production per
milkable cow increasing by approximately 0.24 tonnes compared with the Prior
Period to 10.53 tonnes in the first half of year. The selling price of raw milk
was affected by the level of core milk quality indicators, and the improvement
in milk quality has helped the Group to maintain a more advantageous selling
price in the current market environment of falling raw milk prices. During the
first half of 2022, the Group achieved the best ever compliance rates for raw
milk with a cell count of <200,000 and microorganisms <30,000. The fat and
protein content indicators also improved as compared with the corresponding

period, continuing to lead the industry.
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Management Discussion and Analysis

EHEERWR DT

RECORD COW EXPANSION RATE ACHIEVED UNDER BREEDING-BASED
STRATEGY

Over the past few years, the Group has actively strengthened its dairy cows
breeding capacity. Through practical and effective selection and breeding
measures, the Group has effectively enhanced the accuracy and integrity of the
genetic profile of the Group's dairy cows, and realised the construction of core
breeding farms and systematic testing of dairy cows production performance.
In the first half of 2022, core indicators such as milkable cow pregnancy rate,
conception rate, cow retention rate and milkable cow culling rate of the Group
all improved significantly compared with the figures for the same period of last
year. With those improvements, the Group's dairy cow expansion rate achieved
rapid growth during the year, with cows headcount increased by 8,284 from the
beginning of the year, representing an overall cow expansion rate of 6.8% and
a self-reproduction rate of 5.4% for productive biological assets, both of which

were the best rates since the inception of the Group.

IMPROVE CO-DEVELOPMENT MECHANISM AND IMPLEMENT LONG-
TERM INCENTIVE SCHEME

In terms of human resources, the Group's long-term incentive scheme was
implemented. A long-term share award scheme (the "Share Award Scheme”)
was adopted by the Board of the Company on 19 April 2022 (the "Adoption
Date”). This Share Award Scheme aims to improve the corporate governance
structure, achieve sustainable development and build a common interest
among the Company, shareholders and employees; and at the same time,
attract, retain and motivate talented people, fully motivate the core employees
and continue to stimulate high-quality growth of the team performance.
Under this Share Award Scheme, the Group purchased existing shares of the
Company as award shares through the trustee (the “Trustee”, a professional
and independent trustee appointed by the Company to assist with the
administration of the Share Award Scheme) the Trustee from the open market
by cash contributed by the Group under the directions of the Company, and will
execute the vesting of shares in batches in the future subject to the fulfillment
of the vesting conditions of the awards approved by the Board. The Trustee
will hold the shares in trust for the relevant selected participants of the Share
Award Scheme until such shares are vested. As of 30 June 2022, the Company
has purchased a total of 27,266,000 shares of the Company in the market
through the Trustee, representing 0.3% of the Company'’s issued shares.

In addition, the Group continued to promote the professionalization and
rejuvenation of its human resources in the first half of 2022, and the academic
qualifications and professional titles of its staff were significantly enhanced.
Through various trainings and farm skills competitions, the theoretical
knowledge and practical operational skills of staff were effectively enhanced
and a positive atmosphere of “learning, catching up and helping” was created
within the Group.
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Management Discussion and Analysis

ACTIVELY IMPLEMENTING THE DUAL-CARBON STRATEGY TO
ENHANCE CORPORATE BRAND POWER AND COMPETITIVENESS

In the first half of 2022, the Group actively implemented its dual-carbon
strategy under the guidance of its corporate sustainability philosophy. On 15
March 2022, the Group completed its carbon audit for 2021. Based on the
results of the carbon audit, the Group carried out various carbon reduction
initiatives in accordance with local conditions. In respect of intestinal
fermentation of dairy cows, which is the main source of carbon emissions,
the Group reduced carbon emissions by feeding low protein diets, increasing
the amount of rumen fat meal and feeding silky extract. In terms of dairy
manure management, the Group upgraded the manure management practices
on a number of farms in the first half of 2022 and commenced a trial on the
recycle of liquid fertiliser in milking parlors, which had a significant impact
on reducing carbon emissions. In terms of energy management and emission
reduction, encouraging results was achieved by the Group in carbon emission
reduction through measures such as utilisation of new energy vehicles and the
recovery of waste heat from milking parlors. In addition to carbon emission
reduction measures, the Group also took advantage of its unique desert
resources to actively engage in carbon sequestration by organising its staff and
partners to plant carbon sequestration trees in the desert. The Group's carbon
neutral management and ESG initiatives continued to be widely reported and
recognised as industry benchmarks. At the World Economic Forum held on 17
January 2022, the practice of the Group regarding conducting sand and grass
organic milk operations in desert was selected as one of the demonstration
cases in the research report titled “Seizing Business Opportunities in China's
Transition Towards a Nature-positive Economy” released by the Forum. In
March 2022, the Group was named by the United Nations Global Compact as
one of the enterprises realising the Sustainable Development Goals 2021 and
was selected as the best integrated practice in the category of “sustainable
production and consumption”. Meanwhile, Mr. ZHANG Jiawang, the CEO of
the Group, was also recognised as the “2022 United Nations’ SDG Pioneer” in
China. In July 2022, the Company was named as one of the 2022 CSR Impact
Leaders in the “2022 Golden Bee CSR List - China List” of the 17" China CSR
International Forum.

BB WR DN

RBHTRREN - RACERE DM

BMHEE

002020 LHF - AEBECEAFELRR
BomESET  BERHITERER - 2022
FIAIAREETHK T 2021 FHIRES
TE ENIREIEER - AEBERMHED
PR S TEm A TIE - £ = Z /BRI
BEEE ST RARKEDBREFR - 150
BEEREHHAEURARAHIENYEEHE
WS - TNMFETFTERFE - A5E
E20202F ¥ FHLEBISET TETE
BRANARSE - WHET HEREFE
PSR - ¥R AR BB RARBRIRAER o £
BEREEREAE  AREBBHEREY
LA R 0 B8 A A0 O] U S 48 BEHE 1 T B R BE I BR
S RIAFALEN o Br THORBE A EAIEME - AR
EEBRBRENDEERES  BEHARE
RI(E ABEIMAERHEEDEREHR
B e N o NEE MR FMEGEMESGE
B ERITERITE - BEWZ HREN
R FE2022F1 A7 BETHHRKE
WER  AKETEDERBRDEBMINESE
WEBRMEAEZREBRRKPRHERS
AR BB B YRR E RG] - 2022
F3A  AEBETEEEBEEIREZOMART
B0 FERAUBERFRGEREFRA
BIAREEENMBEEBIERN I CERESGS
BB ARNAEEAHRRECEMET
BPREEM 202285 BT RERR B ISL%
(SDG Pioneer)]° 202278 "D F#&
FE+tEPECEMLSETEERE 2022
CREMEMSEM » PREPEE 2022
EMEEEALE NSRRI ERES

INTERIM REPORT A B3R5 2022

13



14
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EHEERWR DT

STEADY EXPANSION OF PRODUCTION CAPACITY AND
COMMENCEMENT OF CONSTRUCTION OF DEMONSTRATION PARK

In order to realise the Group's strategic plans to achieve growth in organic
milk sales, the Group commenced the construction of a dairy farming
demonstration zone at its base in the Ulan Buh Desert in this Reporting Period.
The demonstration area is a dairy farming demonstration project under the
guidance and support of the local government for high quality, green and low
carbon development, with an aim to promote the modernisation of agriculture
and rural development. The Group plans to build a 10,000-head dairy farm
and a demonstration organic farm in the park, with a total investment for the
project planned to be approximately RMB650 million. 80,000 tonnes of high
quality organic milk is expected to be produced per year after commencement
of production of the 10,000-head farm project, which will drive the cultivation
of 28,000 mu of green maize in the surrounding area, indirectly driving the
development of the tertiary industry and increasing the income of thousands
of people in the area. The organic demonstration farm will adopt a centralised
and intelligent farming model and is expected to produce an average of
approximately 20,000 tonnes of fresh milk per year. The organic demonstration
farm will be equipped with a fully intelligent barn, automatic mixing and
feeding system, intelligent milking robot, intelligent automatic feeding robot,
automatic manure cleaning robot, intelligent spraying system, ecological
manure treatment system and intelligent information management system,
etc. Upon completion, the farm will become a leading automatic intelligent

farming facility in China.

Financial Review

During the Reporting Period, the Group recorded revenue of RMB1,548.6 million
(2021: RMB1,446.2 million), representing a yoy increase of 7.1%. Profit for the
Reporting Period was recorded at RMB243.2 million (2021: RMB271.5 million),
representing a yoy decrease of RMB28.3 million due to the increase in bulk
feed prices. Of which, profit attributable to owners of the parent was RMB228.8
million (2021: RMB259.3 million), representing a yoy decrease of RMB30.5
million. The Group's gross profit margin for the Reporting Period was 33.1%
(2021: 37.8%), representing a yoy decrease of 4.7 percentage points.
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Management Discussion and Analysis

Analysis on Consolidated Statements of Profit
or Loss and other Comprehensive Income

SALES REVENUE

Unit: RMB'000, unless otherwise stated, except percentages
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1,446,189 287,856 5,024 37.8%

The market price of raw milk dropped in the Reporting Period as compared
with the Prior Period, with the Group's average selling price of raw milk at
RMB4,970 per tonne, representing a yoy decrease of 1.1%.

COST OF SALES AND GROSS PROFIT MARGIN

The Group's cost of sales for the Reporting Period was RMB1,035.8 million,
representing a yoy increase of 15.2%, due to the significant increase in bulk
feed prices amidst the yoy increase in total sales. To cope with the cost
increase, the Group actively adjusted its product structure to increase the
proportion of sales of high-value products. The Group continuously improved
its internal operational capabilities, herd scale benefits were evident, with key
indicators such as cows expansion rate and average milk yield per milkable
cow reaching record highs, effectively dampening the decline in gross profit
margin, which fell by 4.7% from 37.8% during the Prior Period to 33.1% during
the Reporting Period.

OTHER INCOME AND GAINS

During the Reporting Period, the Group's other income and gains amounted to
RMB40.1 million (2021: RMB3.5 million), the main reason for the change was a
gain of RMB25.7 million arising from the partial disposal of the equity interests
of an associate during the Reporting Period.
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SELLING AND DISTRIBUTION EXPENSES

The Group's selling and distribution expenses primarily include logistics and
transportation expenses and staff remuneration, etc. During the Reporting
Period, the Group's selling and distribution expenses amounted to RMB23.5
million (2021: RMB25.3 million). The yoy change is not significant.

ADMINISTRATIVE EXPENSES

Administrative expenses mainly include salary and welfare, travel expenses
and transportation expenses of the management and administrative
employees, as well as administrative expenses including attorney and audit
fees, etc. During the Reporting Period, the Group’'s administrative expenses
amounted to RMB66.6 million (2021: RMB47.6 million), representing a yoy
increase of RMB19.0 million. The increase was mainly due to the Group's
continued efforts to motivate its employees to deliver good results for the
Company, the enhancement of management salaries and the adoption of the
Share Award Scheme.

FINANCE COSTS

During the Reporting Period, the Group's finance costs amounted to RMB10.0
million (2021: RMB31.1 million), representing a decrease of RMB21.1 million
or 67.8% compared with the Prior Period, mainly due to a currency swap gain
recognized during the Reporting Period.

LOSS ARISING FROM CHANGES IN THE FAIR VALUE

Loss arising from changes in the fair value primarily represents fair value
changes in the dairy cows, due to the changes in physical attributes and market
prices of the dairy cows and discounted future cash flow to be generated by
those cows. In general, the value of a heifer increases when it grows up to a
milkable cow, as the discounted cash flow from milkable cow is higher than
the selling price of heifer. Further, when a milkable cow is ousted and sold, its

value decreases.

During the Reporting Period, the loss arising from the change in fair value of
the Group was RMB197.2 million (2021: RMB154.9 million). The increase in the
Group's net loss arising from the changes in fair value for the Reporting Period
compared with the Prior Period was mainly due to the increase in the Group's
feeding costs as a result of factors such as the significant increase in feed

prices.
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Management Discussion and Analysis

SHARE OF LOSSES OF ASSOCIATES

Associates of the Group include: (a) Inner Mongolia Mengniu Shengmu Hi-Tech
Dairy Products Co., Ltd. (ARHRFER SR FLMER A A invested and
owned as to 49% by the Group, which is primarily engaged in the operating
and selling of Shengmu organic liquid milk products; (b) Food Union Shengmu
Dairy Co., Ltd. (B RHt& EHFL@ABER A7) (‘Food Union Shengmu’) and Inner
Mongolia Shengmu Low Temperature Dairy Product Company Limited (R5
HERERFLSAABR AT, both of which are invested and held by the Group
with minority interests, producing dairy products with the raw milk from the
Group; (c) Inner Mongolia Yiyingmei Dairy Co., Ltd. (NS5 EEXFLEARA
A]) in which the Group invested and held minority interests, producing high-
end organic milk powder with the raw milk from the Group; and (d) Mudanjiang
Liangyuan Technology Limited (- FHTEREHE AR A7) in which the Group
invested and held minority interests, which is primarily engaged in feed
processing. During the Reporting Period, the Group's share of losses of the
above associates amounted to RMB11.2 million (2021: RMB13.3 million).

INCOME TAX EXPENSE

All profits of the Group were derived from its operations in the PRC. According
to the Enterprise Income Tax Law of the PRC (the "EIT Law"), the Group's
subsidiaries in the PRC are generally subject to a PRC corporate income tax
at a rate of 25%. According to the preferential provisions of the EIT Law, the
Group's income arising from agricultural activities, such as dairy farming and
processing of raw agricultural products, is exempted from enterprise income
tax. Under the PRC tax laws and regulations, there is no statutory time limit
for such tax exemption as long as the relevant PRC subsidiaries of the Group

complete filings with the relevant tax authorities as required.

The Group had no income tax expense for the Reporting Period (2021: RMB0.2

million).
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PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT COMPANY AND
PROFIT ATTRIBUTABLE TO NON- CONTROLLING INTERESTS

Profit attributable to owners of the parent of the Group for the Reporting Period
was RMB228.8 million (2021: RMB259.3 million), representing a yoy decrease of
RMB30.5 million or 11.7%. This was mainly due to a significant increase in feed
prices and a slight fall in raw milk prices compared with the corresponding
period in the previous year, with the dual external environment causing the yoy
decline in the Group's gross profit.

Profit attributable to non-controlling interests mainly represents the profit for
the period attributable to dairy farmers with whom we cooperate in relation
to dairy farm management in our farms. For the Reporting Period, profit
attributable to non-controlling interests was RMB14.4 million (2021: RMB12.2

million).

Analysis on Consolidated Statement of
Financial Position

CURRENT ASSETS

As at 30 June 2022, the Group's total current assets amounted to RMB1,975.7
million (as at 31 December 2021: RMB2,049.8 million), representing a decrease
as compared with the end of last year, mainly due to a decrease in inventory
balance of RMB330.7 million as compared with the end of last year affected by
the nature of inventory storage in the dairy farming industry. Trade receivables
increased by RMB23.9 million or 9.7% as compared with the end of last year,

representing receivables arising from normal credit periods.

CURRENT LIABILITIES

As at 30 June 2022, the Group's total current liabilities amounted to RMB2,694.2
million (as at 31 December 2021: RMB2,862.7 million), representing a
significant decrease as compared with the end of last year, mainly due to the
decrease in trade payables balance compared with the end of last year as the
Group ceded the payment cycle to suppliers as results of the tight supply of

feed market and the Group’'s need to control costs.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES, CAPITAL STRUCTURE AND
GEARING RATIO

During the Reporting Period, the Group’s sources of daily working capital were
mainly cash flows generated from internal operations and bank borrowings.
As at 30 June 2022, the Group held (a) cash and bank balances of RMB802.9
million (as at 31 December 2021: RMB531.8 million), and (b) interest-bearing
bank borrowings of RMB1,953.4 million (as at 31 December 2021: RMB1,679.2
million), of which RMB300.0 million is repayable within one to five years and
the remaining interest-bearing bank borrowings are repayable within one year.
Borrowing requirements on the Group is not affected by seasonality.

The Group's total equity as at 30 June 2022 was RMB4,107.9 million (as at
31 December 2021: RMB3,889.2 million). As at 30 June 2022, the Group's net
gearing ratio (calculated on the basis of the amount of total interest-bearing
bank borrowings less cash and bank balance as a percentage of the total
equity) was 28.0 % (as at 31 December 2021: 29.5%), representing a drop of 1.5
ppt as compared with that as at 31 December 2021.

The Group's bank borrowings were denominated in RMB and bore interest
at fixed rates, except for the equivalent of RMB517.2 million which was
denominated in USD and bore interest at fixed rates. The bank borrowings with
an equivalent of RMB517.2 million denominated in USD and bearing interest
at fixed rates had entered into currency swap agreements with financial
institutions to hedge against the impact on the Company’s profit or loss due to
changes in exchange rates.

As at 30 June 2022, the Group's net borrowings (total interest-bearing bank
borrowings less cash and bank balances) amounted to RMB1,150.5 million (as
at 31 December 20271: RMB1,147.3 million).

As of 30 June 2022, the variable interest rate on bank borrowings ranged from
1.55% to 4.15% per annum (for the year ended 31 December 2021: 1.55% to
5.22%).
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CHARGE ON ASSETS

As at 30 June 2022, the Group's total restricted bank deposits amounted
to RMB209.3 million (as at 31 December 2021: RMB256.5 million), of which
RMB123.6 million was placed with banks in the PRC as deposits for issuance
of letters of credit and bank drafts and RMB85.7 million was frozen due to

litigation.

CAPITAL COMMITMENTS

As at 30 June 2022, the Group's capital commitments in relation to the
acquisition of property, plant and equipment amounted to RMB9.1 million (as
at 31 December 2021: RMB2.6 million), representing an increase as compared
with the end of last year, mainly due to the establishment of a new smart
farm during the Reporting Period. Its main source of fund was from external

financial institutions.

CONTINGENT LIABILITIES

As at 30 June 2022, the Group had provided guarantees in the amount of
RMB171.3 million (as at 31 December 2021: RMB106.5 million) in respect of
bank borrowings of Bayannur Shengmu High-tech Ecological Forage Co., Ltd
(BEEEEMEBEHRERHEREEBRAR]). The external guarantees provided
by the Group were recognised in the financial statements on the basis of the
valuation of the guarantees provided by the independent professional valuer
regarded as the best estimates required to pay for the performance of the

relevant current obligations in accordance with the requirements of IFRSs.

FOREIGN EXCHANGE RISK

The Group's operations are primarily located in Mainland China and the
majority of transactions are conducted in RMB. As at 30 June 2022, the Group
had no significant foreign exchange risk in respect of its operations except for
cash balances of approximately RMB19.8 million, RMB0.2 million and RMBQ0.1
million denominated in HKD, USD and EUR. As at 30 June 2022, the Group
had not entered into any arrangement to hedge against any foreign exchange

fluctuations.
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Management Discussion and Analysis

CREDIT RISK

The Group only trades with recognized and creditworthy third parties. It is
the Group's policy that all customers who wish to trade on credit terms are
subject to credit verification procedures. Credit risk related to the Group's
other financial assets arises from default of the counterparty with a maximum
exposure equal to the carrying amounts of these instruments. Since the
Group trades only with recognized and creditworthy third parties, collateral is
generally not required.

ENVIRONMENTAL POLICIES AND PERFORMANCE

During the Reporting Period, the Group's operations were in compliance in all
material respects with currently applicable national and local environmental
protection laws and regulations in the PRC.

HUMAN RESOURCES

As at 30 June 2022, the Group had a total of 2,788 employees (as at 30 June
2021: 2,562 employees). Total staff costs during the Reporting Period (excluding
share incentive expenses under the Share Incentive Scheme) amounted to
RMB155.7 million (2021: RMB128.6 million).

The Group believes that the dedicated efforts of all of its employees are the
very essence of the Group’s rapid development and success in the future.
The Group provides management personnel and employees with on-the-
job education, training and other opportunities to improve their skills and
knowledge. In general, the Group determines employee compensation and
efficiency incentive based on each employee's performance, qualifications,
position and seniority. Please also refer to the “Operation Review" section for
details of the Share Award Scheme.

Employees in Hong Kong are provided with retirement benefits, under the
Mandatory Provident Fund scheme, as well as life insurance and medical
insurance. Employees in Mainland China are provided with pension insurance,
medical insurance, employment injury insurance, unemployment insurance,
maternity insurance and housing fund contributions in compliance with the

requirements of the laws of China.
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SUSTAINABLE DEVELOPMENT

In January 2022, the dual-carbon strategy adopted by the Group was selected
by the World Economic Forum (Davos Forum) as a case in its “New Natural

Economy Report Series”.

In March 2022, the United Nations Global Compact's “2021 Corporate
Best Practices for Achieving the Sustainable Development Goals” list was
announced, and the Group's unique organic eco-sand treatment system was
selected as one of the “Corporate Best Practices for Achieving the Sustainable

Development Goals (Sustainable Production and Consumption)

In July 2022, the 17" China Corporate Social Responsibility- China Forum was
held in Beijing, and the Company was awarded the title of "2022 Corporate
Social Responsibility - Leading Enterprise” in the Golden Bee Influencer List.

In the past ten years or so, the Group has invested a total of RMB7.5 billion in
the Ulan Buh Desert, helping over 200 square kilometers of the desert become
oasis and building 150 square kilometers of high-quality grassland. The three-
stage afforestation protection has reduced the original local wind force of
6-7 on average to 4-5. Shengmu will continue to adhere to organic, ecological
and sustainable development, continuously optimize the industrial chain and
energy structure, accelerate the planning and implementation of scientific

carbon reduction, and contribute to the country’s “dual-carbon” green goal!

MATERIAL ACQUISITIONS AND DISPOSALS

During the Reporting Period, Inner Mongolia Shengmu High-tech Farming Co.,
Ltd. (A HEBEHSEMRZEAR A7) ("Inner Mongolia Shengmu”), an indirect
wholly-owned subsidiary of the Company, entered into an equity transfer
agreement with Food Union (Dairy) Hong Kong Limited for the sale of 4.05%
equity interest in Food Union Shengmu for a consideration of US$4.5 million,
upon completion, Inner Mongolia Shengmu holds 1.85% equity interest in Food
Union Shengmu. It continues to be accounted for as an associate under the
equity method. Apart from the above, the Group has not made any material
acquisition and disposals of subsidiaries and associates.
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Management Discussion and Analysis

FUTURE PLANS FOR MATERIAL INVESTMENTS OR ACQUISITION OF
CAPITAL ASSETS AND EXPECTED SOURCE OF FUNDING

Save as disclosed above in the section headed “Capital Commitments” and in
the prospectus under the section headed “Future Plans and Use of Proceeds”,
the Group does not have any plan for material investments or acquisition of
capital assets as at the date of this report.

Events after the Reporting Period

Save as disclosed in this report, the Group has no material post-period events
to disclose from the end of the Reporting Period to the date of this report.

Outlook

On 16 February 2022, the Ministry of Agriculture and Rural Affairs released
the “14™ Five-Year Plan for Action to Improve the Competitiveness of the Dairy
Industry”, which states that by 2025, national milk production is expected to
reach about 41 million tonnes, and the proportion of large-scale breeding
above 100 cows will reach about 75%. The proportion of large-scale farms with
grass and animal support and combined farming production will increase by
about 5 percentage points. The linkage of farming and processing interests has
become closer and more diverse, and the competitiveness of the domestic dairy
industry has been further enhanced. In March of 2022, the “Nine Policies and
Measures to Promote the Revitalisation of the Dairy Industry in Inner Mongolia
Autonomous Region” was released, with the Inner Mongolia Autonomous
Region formulating corresponding support policies around the construction
of milk source bases, the construction of seed bases, the construction of
quality forage bases, support for enterprises to become better and stronger,
and support for science and technology to escort the development of the local
dairy industry. The strong empowerment of national policies and industrial
resources again indicates that the Group has tremendous advantages and
development potential in terms of team building, business model and resource
endowment. By leveraging the solid support of and deep cooperation with our
major shareholder, Mengniu Group, as well as relying on the new resource
endowment, the Group will push forward the implementation of its business,
striving to achieve the strategic goal for the growth of doubling the sales of
organic raw milk by 2025 from 2020 .
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In the second half of 2022, the Group will focus on the progress of significant
issues such as the cows expansion rate, the cows production, cost control,
innovation in raw milk products and silage acquisition, in order to achieve a
new breakthrough in the Group's operations. At the same time, the Group will
continue to promote the cows genetic improvement programme and embryo
transfer programme to enhance the Group's cows germplasm capability, and
increase the scale of beef cows to realise the combined milk and beef effect
of the Group’s large-scale farms. The Group will promote the construction
of new farms and make key preparations for the construction of farms, the
introduction of cows, the matching of management and operation personnel,
the reserves and acquisition of feed, etc. At the same time, the Group
will actively promote the construction of zero-carbon farms and promote
simultaneous carbon sequestration and reduction measures on the existing
foundation, so that the Group's first zero-carbon farm can be implemented as
soon as possible and zero-carbon raw milk can be introduced to the market.

In terms of internal management, during the second half of the year, the Group
will continue to strengthen party building and cultural leadership, create a
learning organization and create an atmosphere of “compare, learn, catch up,
help and surpass” within the Company. The Group will also identify and assess
the risks of the Company and raise the awareness of risk management among
all staff. At the same time, the Group will optimise the organisational structure
and promote flat management to achieve a flexible corporate structure and
efficient communication on issues, in order to improve management efficiency
of the Company. The Group has developed a new organisational structure
for the long-term sustainable development of the Group to achieve the joint
development of the team, the business and the individual.

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7

02FTHF AEEKEXERDTIE
BR - MFES - RAES  RYEREIF
EEMWESERSREE  BRAKERE
BN LRI o RS - BEHEEDT
ERN R EMEIRBERTS - A AKE
RPN TEERE KT  EEEIMATRIE
BB A BRECBOGH AR ENRUE
HEEFTHUSEER - SHEHBUSERAY 45
# o BRELABCRN LA HEERES
EETIFMERTE - AE - AKEHEE
HEETHRPUSNER - ERBER LHESE
BARAXIE R T - BRERAKES
— AT HBIG R R - [T 5 TR
g

WEEERSE @ THFAKERSEERR
2 bslE - RIRSBNER - ERF
NEBEE L 88 B B"HEAR
c BRI A AR ER - R 2 BRRERE
B AR - BOEBRE  HERTILE
2 BRAGRGEBEL  AEEESH R
BAREEYEK - AAKENRAT AR
RERH-—EHNEXEBREE ERE
B X255 EANKRBRE



Report of the Directors

Report of the Directors

The board (the “Board”) of directors (the “Directors”) of the Company herein
presents the interim report of the Group for the six months ended 30 June
2022 together with the unaudited condensed consolidated financial report, and
such interim financial report has been reviewed by the audit committee of the
Board ("Audit Committee”).

Dividend Distribution

The Board did not recommend the payment of interim dividend for the
Reporting Period (the Prior Period: Nil).

Purchase, Redemption or Sale of Listed
Securities of the Company

Save as disclosed in this report, neither the Company nor any of its subsidiaries
purchased, redeemed or sold any of the Company's listed securities during
this Reporting Period, except that the Trustees purchased a total of 27,266,000
ordinary shares of the Company as restricted shares in the open market in
accordance with the rules of the Share Award Scheme at a consideration of
HK$10,502,000 (equivalent to RMB8,981,000).

Litigation

A civil judgement was issued by the Intermediate People's Court of Huhhot
(the "PRC Court’) (the "Judgment”’) on 16 August 2021 in relation to a claim
made against Inner Mongolia Shengmu Hightech Farming Co., Ltd. (K& &
EHRESEHMRZE AR 2F) ("Inner Mongolia Shengmu’), an indirect wholly-
owned subsidiary of the Company, and two of the Company’s former directors
concerning a claim made by the plaintiff. Provision was made amounting to
RMB49.2 million for the probable losses, which was reflected in the 2021
annual financial report, to the Group based on the reasonable estimation of
the outcome of the lawsuits after taking into account the legal advice by the
management. For further details, please refer to the announcements published
by the Company on 16 September 2021 and 22 October 2021 and the 2021
Annual Report. Inner Mongolia Shengmu had applied to the High People’s Court
of Inner Mongolia Autonomous Region for a second trial and no adjudication
has yet been made.
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Report of the Directors
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Corporate Governance Practices

The Company has adopted the code provisions (the “Code Provisions”) as
contained in part 2 of Appendix 14 (Corporate Governance Code) to the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”)
(as amended from time to time) as its own code to govern its corporate

governance practices.

In the opinion of the Board, during the Reporting Period, the Company has
adopted, applied and complied with the Code Provisions.

Audit Committee and Review of Interim
Results

The Company has established the Audit Committee in compliance with the
Listing Rules. The Audit Committee has been established with written terms
of reference in compliance with the Listing Rules. The Audit Committee
comprises Mr. WANG Liyan, Mr. ZHANG Ping and Mr. WU Liang, and is chaired
by Mr. WANG Liyan. The primary duties of the Audit Committee are to review
the financial reporting process and internal control system of the Group, and to
make proposals to the Board as to the appointment, renewal and resignation
of the Company’s independent auditors and the related remuneration and

appointment terms.

The Audit Committee has reviewed the accounting standards and practices
adopted by the Group and discussed with the management on the internal
control and financial reporting matters, including the review of the unaudited

interim results for the Reporting Period.

Remuneration Committee

The Company has established the remuneration committee (the “‘Remuneration
Committee”’) in compliance with the Listing Rules. The Remuneration
Committee has been established with written terms of reference in compliance
with the Listing Rules. The Remuneration Committee comprises Mr. SUN
Yansheng, Mr. ZHANG Ping and Mr. WU Liang, and is chaired by Mr. SUN
Yansheng. The primary duties of the Remuneration Committee include
determining the policies in relation to human resources management,
reviewing the Company’s remuneration policies and determining remuneration

packages for the Directors and senior management members.
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Nomination Committee

The Company has established the nomination committee (the “Nomination
Committee”) in compliance with the Listing Rules. The Nomination Committee
has been established with written terms of reference in compliance with the
Listing Rules. The Nomination Committee comprises Mr. LU Minfang, Mr. WANG
Liyan and Mr. WU Liang and is chaired by Mr. LU Minfang. The primary duties
of the Nomination Committee are to make recommendations to the Board

regarding candidates to fill vacancies on the Board.

Strategic and Sustainability Committee

The Company has set up a strategy committee with effect from 30 July
2021. The strategy committee was changed to a strategic and sustainability
committee (the “Strategic and Sustainability Committee”) with approval
by the Board on 23 August 2021, to better formulate the Company's long-
term development strategy and cover environmental, social and corporate
governance related matters. The sustainability department of the Company
will report the work progress to the Strategic and Sustainability Committee on
a regular basis. The Strategic and Sustainability Committee comprises Mr. LU
Minfang, Mr. ZHANG Jiawang, Mr. SUN Qian and Mr. ZHAO Jiejun, and is chaired
by Mr. LU Minfang.

Model Code for Directors’ Securities
Transactions

The Company has adopted a code of conduct regarding securities transactions
by its Directors on terms no less exacting than the required standard of
dealings set out in the Model Code for Securities Transactions by Directors of
Listed Issuers (the "“Model Code”) as set out in Appendix 10 to the Listing Rules.
Having made specific queries to the Directors, all Directors have confirmed that
they have complied with the required standards as set out in the Model Code
during the Reporting Period.
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Directors’ Interest in a Competing Business

Mr. LU Minfang, a non-executive Director and the chairman of the Board, is
currently an executive director and chief executive officer of China Mengniu
Dairy Company Limited (“China Mengniu”), a company incorporated in the
Cayman Islands with limited liability whose shares are listed on the Stock
Exchange (stock code: 2319) (together with its subsidiaries “China Mengniu
Group’). Mr. LU is the chairman and a non-executive director of Yashili
International Holdings Ltd (LA EERIERBR A a)) ("Yashili’), a company
incorporated in the Cayman Islands with limited liability whose shares are
listed on the Stock Exchange (stock code: 1230), the chairman and a non-
executive director of China Modern Dairy Holdings Ltd. (47 BIZR A A S 1 I A TR
72 A]) ("China Modern Dairy”), a company incorporated in the Cayman Islands
with limited liability whose shares are listed on the Stock Exchange (stock
code: 1117), and the chairman and a non-independent director of Shanghai
Milkground Food Technology Co., Ltd (E/8#PAIEE Z R BEHERMD BR A7)
("Milkground”), a company incorporated in the PRC with limited liability whose
shares are listed on the Shanghai Stock Exchange (stock code: 600882). Mr. LU
is also a director of International Dairy Federation.

Mr. ZHANG Ping, a non-executive Director, is currently the executive director,
vice president and chief financial officer of China Mengniu. Mr. ZHANG is the
non-executive director and a member of the audit committee of Yashili, a
non-executive director and a member of the remuneration committee and a
member of the audit committee of China Modern Dairy, and a non-independent

director of Milkground.

Mr. ZHAO Jiejun, a non-executive Director, is currently the vice president, head
of milk sourcing and supply chain business unit of China Mengniu Group. He
is also currently a non-executive director and a member of the strategy and

development committee of China Modern Dairy.

China Mengniu is one of the leading dairy products manufacturers in the
PRC, principally engaged in the manufacture and distribution of premium
dairy products, including liquid milk, ice cream, formula milk and other dairy
products. For further information on the businesses of China Mengniu and
the potential competition between those businesses with the business of the
Group, please refer to the section headed “Relationship with Mengniu Group
— Competition” in the prospectus of the Company dated 30 June 2014 (the
“Prospectus”).

Yashili is an investment holding company which, together with its subsidiaries,

is principally engaged in the manufacture and sale of dairy products and

nutritional products.
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The principal activity of China Modern Dairy is the production and sale of raw

milk to customers for processing into dairy products.

Milkground is principally engaged in the research and development, production

and sale of cheese related dairy products.

The above-mentioned competing business is managed by separate entities with
independent management and administration. The Directors are of the view
that the Group is capable of carrying on its businesses independently of, and
at arm'’s length from, the businesses of these entities. When making decisions,
the relevant Director, in performance of his duty as Director, has acted and will
continue to act in the best interests of the Group.

Save as disclosed above, all Directors have confirmed that for the six-month
period ended 30 June 2022 and as at the date of this interim report, they and
their close associates have not engaged in or held any interest in any business

which is or may be, directly or indirectly, in competition with our business.

Continuing Connected Transactions

The Company's continuing connected transactions during the Reporting Period

are as follows:

1. The non-exempt continuing connected transactions conducted pursuant
to the 2022 Dabeinong Group Materials Supply Framework Agreement
entered into with Beijing Dabeinong Technology Group Co., Ltd.
("Dabeinong Group”). For details, please refer to the announcement of the
Company dated 28 March 2022 (the "Continuing Connected Transactions
Announcement’) and the section headed "Report of the Directors -
Connected and Continuing Connected Transactions” in the 2021 Annual
Report.

2. The non-exempt continuing connected transactions conducted pursuant
to the Raw Fresh Milk Supply Framework Agreement and the Financial
Assistance Framework Agreement entered into with China Mengniu
Group. For details, please refer to the disclosure in the section headed
“Report of the Directors - Connected and Continuing Connected
Transactions” in the 2021 Annual Report.
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3. The non-exempt continuing connected transactions conducted pursuant
to the 2022 Aiyangniu Technology Materials Supply Framework
Agreement entered into with Inner Mongolia Aiyangniu Technology Co.,
Ltd ("Aiyangniu Technology”). For details, please refer to the Continuing
Connected Transactions Announcement and the section headed “Report
of the Directors - Connected and Continuing Connected Transactions” in
the 2021 Annual Report.

4, The non-exempt continuing connected transactions conducted pursuant
to the Fuyuan International Materials Supply Framework Agreement
entered into with Inner Mongolia Fuyuan International Industrial (Group)
Co., Limited ("Fuyuan International”’), whose details were disclosed in
the section headed "Report of the Directors — Connected and Continuing

Connected Transactions” in the 2021 Annual Report.

5 The non-exempt continuing connected transactions conducted pursuant
to the Raw Fresh Milk Supply Framework Agreement entered into with
Inner Mongolia Yiyingmei Dairy Co., Ltd. ("Yiyingmei"). For details, please
refer to the Continuing Connected Transactions Announcement and the
section headed “Report of the Directors - Connected and Continuing
Connected Transactions” in the 2021 Annual Report.

Change of Director’s Information

Mr. LU Minfang, Mr. ZHAQO Jiejun and Ms. SHAO Lijun were re-elected as
non-executive Directors, and Mr. WANG Liyan and Mr. SUN Yansheng were
reelected as independent non-executive Directors at the 2022 annual general
meeting. For further information on the re-election of Mr. LU Minfang, Mr. ZHAQO
Jiejun, Ms. SHAO Lijun, Mr. WANG Liyan and Mr. SUN Yansheng as Directors,
please refer to the section headed "Proposed Re-election of the Retiring
Directors” in the circular of the Company in relation to the 2022 annual general
meeting dated 6 May 2022 and the section headed “ Poll Results of the Annual
General Meeting” in the announcement of the Company in relation to the poll
results of the annual general meeting held on 20 June 2022 dated 20 June
2022.

With effect from 1 January 2022, the emolument of the independent
nonexecutive Directors increased from RMB120,000 per annum to RMB200,000

per annum.
Save as disclosed herein, during the Reporting Period, there was no change of

information required to be disclosed by the Directors pursuant to paragraphs (a)
to (e) and (g) of Rule 13.51(2) of the Listing Rules where applicable.
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Change of Company Secretary, Authorized
Representative and Process Agent

Mr. AU Wai Keung has resigned as the company secretary of the Company
(the "Company Secretary”), an authorized representative of the Company (an
“Authorized Representative’) under Rule 3.05 of the Listing Rules and the
process agent of the Company for accepting services of process or notice
on behalf of the Company in Hong Kong as required under Part 16 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong) (the “Process
Agent’) with effect from 1 June 2022. Mr. LI Kwok Fat has been appointed
as the Company Secretary and an Authorized Representative under the
Listing Rules and the Process Agent with effect from 1 June 2022. For further
information on the resignation of Mr. AU Wai Keung and the appointment of Mr.
LI Kwok Fat, please refer to the announcement of the Company dated 31 May
2022.

Change of Address of Principal Place of
Business in Hong Kong

The principal place of business of the Company in Hong Kong has been
changed to Room A, 32" Floor, COFCO Tower, 262 Gloucester Road, Causeway
Bay, Hong Kong with effect from 1 June 2022. For further information on the
change of address, please refer to the announcement of the Company dated 31
May 2022.

Adoption of the New Memorandum and
Articles of Association

By a special resolution passed at the 2022 annual general meeting dated 20
June 2022, the third amended and restated memorandum and articles of
association of the Company (the "New Articles”) were adopted on 20 June
2022. The purpose of the adoption was to, among others, conform with the
Core Shareholders Protection Standards as set out in the amended Appendix
3 to the Listing Rules effective from 1 January 2022 and the relevant changes
to the applicable laws of the Cayman Islands and the Listing Rules. Other
minor amendments to the Articles were also made for corresponding as well
as housekeeping changes. For the full text of the proposed New Articles and
further information on the adoption of the New Articles, please refer to the
constitutional document and announcement of the Company both released on
and dated 20 June 2022.
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Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures

So far as is known to any Director or chief executive of the Company, as at 30
June 2022, the interests or short positions of the Directors and chief executive
of the Company in the issued ordinary shares of the Company (the “Shares”),
underlying Shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the "SFQ")) which were
required to be immediately notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which they were taken or deemed to have under such provisions of
the SFO), or the interests or short positions which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein, or the
interests or short positions which were required, pursuant to the Model Code,
to be immediately notified to the Company and the Stock Exchange, were as

follows:

LONG POSITION IN THE SHARES OR UNDERLYING SHARES

EENERITHASER
12 - HEARIR R EREFER
%R
RAEREZEEXARAESITHRABRA - R
2022F 6 A30H F EERARAESITH
ABRARRAKEFMBHEZE(ERRE
HFRAERO(BBEEMNEST1E)((EHER
HAERAGI D EXVE) A QAR B BITEBR
([ ]) - FERERR D R EREPHEERIEE
HREAEGRGIZE XV EBE 7 R E 8 Eh ARG
MERNB KRB RO ERIAE (BIER
EREFSF KB KRAE BIESCRIESR A
BENEZIAR)  IREEFLBAEK
Bl %8 352 1A A Z &Pt & 5o il i 2 2k
WA SARBIZESTRIZBRERI NS AR E K
B AR AR I T ¢

REROREERDHFE

Number of
Shares/
underlying
Name Capacity/Nature of interest Shares Percentage
B 13,18 R8
e 5 EmME Rp &R Aot
ZHANG Jiawang Beneficial owner 138,130,000 1.65%
SR EmlEEA
Save as disclosed above and to the best knowledge of the Directors, as at 30 B EXFIEEIN BESEHRM H2

June 2022, none of the Directors or chief executive of the Company had any
interest or short position in the shares, underlying shares or debentures of
the Company or any of its associated corporations which were required to
be immediately notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO)
or which were required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required to be notified to the

Company and the Stock Exchange pursuant to the Model Code.
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Interests of the Substantial Shareholders

So far as is known to any Director or chief executive of the Company, as at
30 June 2022, the following persons (other than the Directors and the chief
executive of the Company) had an interest or short position in the Shares
or the underlying Shares as recorded in the register required to be kept by
the Company pursuant to Section 336 of the SFO or which would fall to be
disclosed to the Company and the Stock Exchange under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or were, directly or indirectly, interested
or deemed to be interested in 5% or more of the nominal value of any class of

share capital carrying rights to vote in all circumstances at general meetings

of any member of the Group:
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Capacity/ Number of Shares/

Name Nature of interest underlying Shares Percentage

wE,/ aE B REmtE B3, MR D EE Akt

Start Great Holdings Limited Beneficial owner 2,513,178,555 (L) 29.99% (L)
EmEAA

China Mengniu Dairy Company Limited Interest of a controlled corporation 2,513,178,555 (L) 29.99% (L)

FRERGIEERAT SiEfEE R

Nong You Co., Ltd. Beneficial owner 1,301,651,000 (L) 15.53% (L)
BEnBA

Beijing Zhi Nong Investment Co., Ltd. Interest of a controlled corporation 1,301,651,000 (L) 15.53% (L)

IRERREFREELF ZEHEE R

Greenbelt Global Limited Beneficial owner 536,097,305 (L) 6.40% (L)
EHEA

Baring Private Equity Asia GP V Limited Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
RiEHEE R

Baring Private Equity Asia GP V LP Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
ZEHEE R

The Baring Asia Private Equity Fund V LP Interest of a controlled corporation 536,097,305 (L) 6.40% (L)
SRS

Salata Jean Interest of a controlled corporation 536,097,305 (L) 6.40% (L)

RS AR S
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Interests of the Substantial Shareholders of
Any Member of the Group (Other than the

Company)

AEEEAREAFE
gﬁﬂﬁ%)IEﬂﬁiE@Fé

Percentage of

Name Name of member company interest

BB A ERNERERE EEBEIE

WU Jianye Bayannur Shengmu Pangu Farming Co., Ltd. 45.00%

S EEERmERRLHERREMERT

Inner Mongolia University Aodu Assets Inner Mongolia IMU-Shengmu High-tech Dairy 30.00%
Management Limited Co., Ltd.

NEREARBREEEELERAREETAF ARERARERS R ERR AR

LIU Shiling Inner Mongolia Shengyou Cattle Industry Co., Ltd. 15.31%

232 NELRBFEBRAA

GAO Feng Inner Mongolia Shengyou Cattle Industry Co., Ltd. 10.94%

=& AEERBTERERAQA

Save as set out above, our Directors are not aware of any person (not being
a Director or chief executive of the Company) who, as at 30 June 2022, was
interested, directly or indirectly, in 10% or more of the nominal amount of any
class of share capital carrying rights to vote in all circumstances at general
meetings of any member of the Group (other than the Company) or any options
in respect of such capital.

Share Option Scheme

On 18 June 2014, the Company adopted the Share Option Scheme which is
subject to the provisions under Chapter 17 of the Listing Rules. The purpose
of the Share Option Scheme is to attract, retain and motivate employees,
Directors and other participants, and to provide a means of compensation
through the grant of options for their contribution to the growth and profits of
the Group, and to allow them to participate in the future growth and profitability
of the Group. The participants of the Share Option Scheme are any executive,
non-executive or independent non-executive Directors or any employees
(whether full-time or part-time) of the Company, or any of its subsidiaries
or associated companies or any other person whom the Board considers, in
its sole discretion, has contributed or will contribute to the Group. The basis
of eligibility of any of the class of the participants to the grant of any options
under the Share Option Scheme shall be determined by the Board from time
to time on the basis of their contribution to the development and growth of the
Group and any invested entity.
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The Shares which may be issued upon exercise of all options to be granted
under the Share Option Scheme and any other share option schemes of the
Company (and to which the provisions of the Listing Rules are applicable)
shall not exceed 10% of the aggregate of the Shares of the Company in issue
on the Listing Date, being a total of 635,440,000 Shares, which represents
approximately 7.58% of the issued share capital of the Company as at the date

of this interim report.

The total number of Shares issued and to be issued upon exercise of the
options granted to each eligible participant under the Share Option Scheme
(including exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue. Any further grant of options
to an eligible participant under the Share Option Scheme which would result in
the Shares issued and to be issued upon exercise of all options granted and to
be granted to such participant (including exercised, cancelled and outstanding
options) in the 12-month period up to and including the date of such further
grant exceeding the above said limit shall be subject to our Shareholders’
approval in general meeting with such participant and his associates (as

defined under the Listing Rules) abstaining from voting.

The amount of HK$1.00 is payable as consideration for each grant of options
under the Share Option Scheme, upon acceptance of such grant. The
subscription price in respect of issue of Shares upon exercise of options under
the Share Option Scheme shall be such price as determined by the Board
in its absolute discretion at the time of the grant of the relevant option (and
shall be stated in the letter containing the offer of the grant of the option), but
in any case the subscription price shall not be less than the highest of (a) the
closing price of the Shares as stated in the daily quotation sheet of the Stock
Exchange on the date of grant, which must be a business day, (b) the average
closing price of the Shares as stated in the daily quotation sheets of the Stock
Exchange for the five business days immediately preceding the date of grant,

and (c) the nominal value of a Share.

An option granted under the Share Option Scheme may be exercised in
accordance with the terms of the Share Option Scheme at any time during the
period to be determined by our Board at its absolute discretion and notified by
our Board to each grantee as being the period during which an option may be
exercised and in any event, such period shall not be longer than 10 years from
the date upon which any particular option is granted in accordance with the
Share Option Scheme.
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No option has been granted under the Share Option Scheme since the adoption
date of the Share Option Scheme and up to the latest practicable date prior
to the publication of this interim report. A summary of the terms of the Share
Option Scheme has been set out in the "Appendix IV — Statutory and General
Information — E. Share Option Scheme” in the Prospectus. The Share Option
Scheme was approved by shareholders’ resolutions of the Company passed on
18 June 2014 and will remain in force for a period of 10 years following such
date.

Share Award Scheme

On 19 April 2022 (the "Adoption Date”), the Company adopted a long-term share
award scheme (the “Share Award Scheme”) to recognize the contributions by
certain employees of the Group and to provide them with incentives in order
to: (i) improve the corporate governance structure to achieve sustainable
development of the Company; (ii) attract, retain and motivate outstanding
talents and build a common interest among shareholders, the Company and
employees; (iii) fully motivate the core employees and continue to stimulate
high-quality growth of the team performance; and (iv) attract external talents
for the Company.

Subject to any early termination as may be determined pursuant to the rules
of the Share Award Scheme (the “Scheme Rules”), the Share Award Scheme
shall be effective from the Adoption Date and shall remain in full force and
effect for a period of ten years from the Adoption Date. Pursuant to the Share
Award Scheme, the shares under the Share Award Scheme will be comprised
of existing shares of the Company purchased or to be purchased by the trustee
(the "Trustee”, a professional and independent trustee appointed by the
Company to assist with the administration of the Share Award Scheme) on the
open market. The Share Award Scheme shall be subject to the administration
of authorised representatives authorised by the Board and the Trustee in
accordance with the Scheme Rules.

As of 30 June 2022, a total of 27,266,000 ordinary shares of the Company
were purchased from open market by the Trustee at a total consideration of
approximately HK$10,502,000 (equivalent to approximately RMB8,981,000).

By Order of the Board
China Shengmu Organic Milk Limited
Lu Minfang

Chairman

Hong Kong, 23 August 2022
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Report on Review of Interim Financial Statement
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Ernst & Young

27/F, One Taikoo Place ?i%ﬁﬁﬁ%ﬁ%ﬁﬁ
979 King’s Road BB RRREE 979 57
§i Quarry Bay, Hong Kong K —REE27:E

Independent review report
To the board of directors of China Shengmu Organic Milk Limited

(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 39 to 68,
which comprises the condensed consolidated statement of financial position
of China Shengmu Organic Milk Limited (the “Company”) and its subsidiaries
(the “Group”) as at 30 June 2022 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes in equity and
cash flows for the six-month period then ended, and explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and International
Accounting Standard 34 Interim Financial Reporting ("IAS 34") issued by the
International Accounting Standards Board. The directors of the Company
are responsible for the preparation and presentation of this interim financial
information in accordance with IAS 34. Our responsibility is to express a
conclusion on this interim financial information based on our review. Our
report is made solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Hong
Kong Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.
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Report on Review of Interim Financial Statement

PHIM B HREFAKS

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material

respects, in accordance with IAS 34.

Ernst & Young

Certified Public Accountants
Hong Kong

23 August 2022
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Interim Condensed Consolidated Statement of Profit or Loss

PHIFRAGSRER

For the six months ended 30 June 2022 # % 2022 %6 4 30 H1L 1 A

For the six months ended 30 June

BZE6H3081ENER

REVENUE
Cost of sales

Gross profit

Loss arising from changes in fair value

Other income and gains

Selling and distribution expenses

Administrative expenses

Impairment losses on financial and
contract assets, net

Other expenses

Finance costs

Share of losses of associates

PROFIT BEFORE TAX
Income tax expense

PROFIT FOR THE PERIOD

Profit attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
Basic

— For profit for the period

Diluted
— For profit for the period

HEWA
HEMAK

EF

H A YA R s

HE M HAX

TTHRFX

TRMANEEZRE
1R

HAibFAx

BEMA

DIEEE R B EE

B Tt Al 7
PSR

BRI R

AT & BEREIERF -
(SYNSIET 2SN
IR 2

NS LT e
N U
SREF
e

— PSR

— HIPEE R

Notes 2022 2021
B & 2022 F 20214
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
RMB’000 RMB'000
ARET T ARET T
3 1,548,581 1,446,189
(1,035,817) (898,899)
512,764 547,290
(197,169) (154,900)
40,068 3514
(23,504) (25,253)
(66,606) (47,642)
(398) (6,791)
(696) (137)
(10,037) (31,108)
(11,180) (13,271)
243,242 271,702
= (231)
243,242 271,471
228,843 259,275
14,399 12,196
243,242 271,471
7
RMB0.027 RMB0.031
AR0.027;t  AR¥0.0317T
RMBO0.027 RMBO0.031
AERK#¥50.027t AR¥0.0317T
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Interim Condensed Consolidated Statement of Comprehensive Income

PHEPEGFSEEBER

For the six months ended 30 June 2022 #Z 2022 46 A 30 H.1L N 1E A

For the six months ended 30 June
BZ6H30HLEKEAR
2022 2021
2022 F 20214
(Unaudited) (Unaudited)
(REEZ) (R EZ)
RMB’000 RMB'000
AR¥T T ARETT

PROFIT FOR THE PERIOD B Al 243,242 271,471
Other comprehensive income that may not be ARt gREERER > EE
reclassified to profit or loss B E 2
in subsequent periods:
Exchange differences on translation of MEHINETERE H E5E
foreign operations 93 28
Net other comprehensive income that may AT eRERRENSEE
not be reclassified to profit or loss in BREME2 KT
subsequent periods 93 28
Other comprehensive income that will not be TERERBEENSES
reclassified to profit or loss B E M2l
in subsequent periods:
Equity investments designated at fair value BIRAFERTA
through other comprehensive income: Hih 2 EWEHERTE
Changes in fair value NEEEZH (22,200) -
Net other comprehensive income that will REZHPETH»ESE
not be reclassified to profit or loss ?Eﬁﬂ”\]ﬁﬁﬂiﬁ% FER
in subsequent periods (22,200) =
OTHER COMPREHENSIVE INCOME HAHMEEKE - HRBIE
FOR THE PERIOD, NET OF TAX (22,107) 28
TOTAL COMPREHENSIVE INCOME HAZEKEEE
FOR THE PERIOD 221,135 271,499
Attributable to: AN & IAELS ¢
Owners of the parent ISENEIE7 YN 206,736 259,303
Non-controlling interests JEFERRE 14,399 12,196

221,135 271,499
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Interim Condensed Consolidated Statement of Financial Position

R HA S B &R S BT B A R SR

30 June 2022 2022 %6 A 30 H
As at
»
30 June 31 December
Notes 2022 2021
2022 F 2021 4
s 6H30H 12 A31H
(Unaudited) (Audited)
(REEER) (= %)
RMB’000 RMB'000
ARET T ARETF T
NON-CURRENT ASSETS FRENEE
Property, plant and equipment ME - BE&EFE 8 1,680,418 1,699,637
Right-of-use assets FRAEEE 538,177 519,306
Other intangible assets HthEmpEE 9,092 7,591
Investments in associates REEE N RINIRE 43,544 59,048
Biological assets EYEE 9 2,790,812 2,698,642
Other financial assets Hih R & E 69,000 91,200
Long-term receivables RHAE W FRIE 5,897 6,355
Total non-current assets IEmBVEEARE 5,136,940 5,081,779
CURRENT ASSETS REEE
Inventories FE 437,426 768,105
Biological assets EYEE 89,931 65,598
Trade receivables B WA 10 272,083 248,137
Prepayments, other receivables and TEASFRIE « B EIGRIE K
other assets HEMEE 146,086 107,641
Derivative financial instruments PTESMITA 17,970 =
Other financial assets Hith e phEE = 72,000
Restricted bank deposits SRR EIRITER 209,296 256,490
Cash and bank balances W& RIRITHEER 802,898 531,835
Total current assets MEVEELTE 1,975,690 2,049,806
CURRENT LIABILITIES REEE
Trade and bills payables B O RENFIBERENEE 1 811,144 1,253,354
Other payables and accruals Hi B RIEREH 227,115 302,088
Derivative financial instruments PTESBMTA — 7,172
Tax payable FES BT8R = 618
Interest-bearing bank borrowings FrERITER 1,653,381 1,299,529
Lease liabilities HEBE 2,586 —
Total current liabilities MENE BT 2,694,226 2,862,761
NET CURRENT LIABILITIES e =R (718,536) (812,955)
TOTAL ASSETS LESS CURRENT LIABILITIES #BEERAEERE 4,418,404 4,268,824
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Interim Condensed Consolidated Statement of Financial Position

R HA 5 BA 45 S B 35 AKX 05 R

30 June 2022 2022 6 H 30 H

30 June 31 December
Note 2022 2021
2022 F 2021
g 6H30H 12 A31H
(Unaudited) (Audited)
(REEZR) (&%)
RMB’000 RMB'000
AR®T T AREF T
NON-CURRENT LIABILITIES FREEE
Interest-bearing bank borrowings FHERITER 300,000 379,639
Lease liabilities HEBE 10,503 -
Total non-current liabilities IERBE ERE 310,503 379,639
Net assets FEE 4,107,901 3,889,185
EQUITY s
Equity attributable to owners of the parent & A F#EHE A EILHEZ
Share capital (N 12 69 69
Treasury shares held under share RIBER G BB EIFED
award scheme EFGS (8,981) =
Reserves i 3,893,062 3,679,764
3,884,150 3,679,833
Non-controlling interests FEIERR = 223,751 209,352
Total equity FERAREE 4,107,901 3,889,185
Zhang Jiawang Zhang Ping
REAE RY¥
Director Director
EZE EFE

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7



Interim Condensed Consolidated Statement of Changes in Equity

PHSRGSR=2HR

For the six months ended 30 June 2022 # % 2022 %6 4 30 H1L 1 A

Attributable to owners of the parent

BAREEARE
Fair value
reserve of
financial
assets at fair
value through
Share other Exchange Non-
Share Treasury Share  Contributed option  comprehensive Reserve  fluctuation Retained controlling Total
Notes capital shares premium surplus reserve income funds reserve profits interests equity

BATEIA
Rh2En
4R Bl
r: T ARG BRESE  OFEME  MEEG  BR  RERW 4% pEEEX

RMBOOO ~ RMBOOD  RMBOOO  RMBOOD  RMBIOOO RMBOOO  RMBOOD  RMBOOO  RMBOOD  RMBOO)  RMBOOO
ARMTR ARBTR ARBTR ARMTR ARMTR  ARBTR  ARBTR ARMTR ARMTR  ARBTR ARRTR

At1 January 2022 (audited) RUREIA1B(EER) 69 - 2434970 9107 95,558 12038 608033 16316 T2 3419833 209352 3,889,185
Profitfor the period BREr = = = = - - - - B 28883 14,399 243242
Other comprehensive incorne BRED2ERE

for the period:
Changes in fair value of equity EATEA

investments at fai value Et2EkER

through other comprehensive BRRELTERS:

income, net of tax MBHE = = = = = (22200 = = = (22,200 = (22,200
Exchange differences on translation BN EHREL

of foreign operations HENER - - - - - - - 93 - 93 - 93
Total comprehensive income Hh2ENELE

for the period = = = - - (22,200) - 93 208,843 206,738 14,399 221,135
Share purchases for EROEEHERERR

Share Award Scheme 13 - (8,981) - = = = = = - (8,981) = (8,981)
Share Award Scheme A sm:E 13 - - - 8,562 - - - - 6,562 - 6562

g a8 R

Transfer from retained profits BRERARN _ _ _ _ _ _ 3303 _ (3303) _ _ _
At30 June 2022 (unaudited) 20256 A 308 (RE%EH) 69 (8981)  2.434970° 91,077 102,120° (10,162 611,33¢° 16,409 241312 3,884,150 223,751 4,107,901
* Less than RMB1,000.
. DRAREE1,0007T ©
i These reserve accounts comprise the consolidated reserves of RMB3,893,062,000 (31 December 2021:RMB3,679,764,000) in the condensed

consolidated statement of financial position.

E ZEHEFRF RREGREA TN KR ANGA FHiEARE 3,893,062,0007T(2021 12 A31H « AR 3,679,764,0007T) °
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Interim Condensed Consolidated Statement of Changes in Equity

PHISHGSESZHR

For the six months ended 30 June 2022 &% 2022 4 6 A 30 H 17~ 5

Attributable to owners of the parent

BRAREAER
Share Exchange Non-

Share Share  Contributed option Reserve fluctuation Accumulated controlling Total

capital premium surplus reserve funds reserve losses Total interests equity

ka  RipeE ERRH  BRERE  HBEZe ENRBRE  ZaEE g FEREE  RREE

RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTR ARETT ARETT ARETT ARBTR ARETR ARMTR ARMTT ARETR ARETR
At January 2021 (audited) R E1 818

(B5%) 69 2434970 491,077 95558 541,71 16,966 (383,679) 3,196,732 222,79 3419,526

Profit for the period HRER = S = = = - 259275 259,275 12,196 271471
Exchange differences BEBNEREE

on translation MEXES

of foreign operations - - - - - 28 - 28 - 28
Total comprehensive income B2 ENELE

for the period = = = = = 28 259,275 259,303 12,196 271,499
At 30 June 2021 R202156A308

(unaudited) (REER) 69 2,434,970 491,077 95,558 541,771 16,994 (124,604) 3,456,035 234990 3,691,025
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Interim Condensed Consolidated Statement of Cash Flows

FHEHAGSHRERER

For the six months ended 30 June 2022 #{ %2022 6A30H 1E751E A

2022 2021
2022 % 20214
(Unaudited) (Unaudited)
(REEER) (REgEZ)
RMB’'000 RMB'000
ARMET T AR¥ET T
CASH FLOWS FROM OPERATING ACTIVITIES RELBABRTRE
Profit before tax: BRIADER : 243,242 271,702
Adjustments for: FEE
Loss arising from changes in fair value N EEBEERNEISR 197,169 154,900
Interest income FLEUA (6,889) (7,264)
Finance costs BB 10,037 31,108
Share of losses of associates DB E A B E A 11,180 13,271
Gain on partial disposal of investments 0 BB R — A A A A
in an associate TE W= (25,741) =
Gain on deemed disposal of investments REERER—HBE IR
in an associate WE W — (1,856)
Depreciation of property, plant and equipment Wz - BEREZETE 53,100 52,719
Depreciation of right-of-use assets FREEENE 1,142 865
Amortisation of other intangible assets Hfhim & E 410 223
Loss on disposal of items of property, HEWE  BELREELEE
plant and equipment 1,151 4,392
Impairments of property, plant and equipment Y - BE REERE — 1,427
Provision for litigations and claims Fa R RERE 50 =
Share award expenses B 1 22 E A = 6,562 —
Impairments of receivables FEUR R IERE — 7,328
Write-down of inventories to net realisable value 7 &R 2 A 2385 E = 11,585
Foreign exchange losses/(gains), net HNERR,(Uas ) F58 (800) 1,101
490,613 541,501
Decrease in inventories FERL 330,679 264,476
Increase in biological assets - current EYEELIN—RE (43,922) (67,818)
Increase in trade receivables B 5 FE M GRIEIE AN (23,946) (77,091)
Increase/(decrease) in prepayments, TERRIR - b EUGRIE
other receivables and other assets REMEEZM CRL) (29,107) 4,974
Decrease in restricted bank deposits PR B ERIT I FOR 117,194 192,664
Decrease in trade and bills payables B RNFIERENEZER LD (441,490) (509,255)
Decrease in other payables and accruals Em M FIENIEIRE AR (9,315) (14,532)
Cash generated from operations TEEENES 390,706 334,919
Interest received BEHFE 6,552 7,978
Income tax paid BAATEH (618) (231)
Net cash flows from operating activities REEEBAEREREFE 396,640 342,666
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Interim Condensed Consolidated Statement of Cash Flows

FHEHAGEEERER

For the six months ended 30 June 2022 #{& 202296 H30H IE/~AA

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received
Purchases of items of property,
plant and equipment
Additions to right-of-use assets
Additions to other intangible assets
Purchases of biological assets
Payments for breeding calves and heifers
Proceeds from disposal of biological assets
Proceeds from disposal of items of property,
plant and equipment
Proceeds from disposal of other intangible assets
Proceeds from disposal of a subsidiary
Decrease in other financial assets-entrusted loans
Increase in other financial assets-entrusted loans
Proceeds from partial disposal of investments in
an associate

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid to non-controlling shareholders
New bank loans and other borrowings
Repayment of bank loans and other borrowings
Principal portion of lease payments

Payment for purchase of ordinary shares
Interest paid

Net cash flows from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of period
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF PERIOD

BRERSABRERE
BIFH B
BEDE  BEMREER

MIREREEE
FIRHM B EE
BELEMEE
FERET RE RN K
HELEMEENMSHIA

HEME - BEMRBEBMEREA

& B A B & BN TS IR
HE — B QRS A
Hibe@MEERD —REEK
ﬁﬁﬂé%ﬂﬁﬁiﬂﬂfé EER
DHER—HBERFW
Txéfﬁﬁ?%?k

RETHMARESREFH

BEFSMFESTE
B FIEERRIR AR B
ﬁ%ﬁﬁ%ﬁ&ﬁ@{m
EERITERREMER
HENTHAS B
BB LB
BEATFIE

RERDAMBREREFE

Re MREFEBYEINFRE
Hﬁ%ﬂfﬁﬁﬁiﬁfﬁﬁﬁ%
PE R BB B F R

2022 2021
2022 % 20214
(Unaudited) (Unaudited)
(REHEZX) (REEEZ)
RMB’000 RMB'000
gl e
337 S
(72,139) (67,185)
(22,058) (5,553)
(2,106) —
(10) (12)
(387,533) (289,277)
145,012 184,369
1,696 2,726

18 —
10,399 =
72,000 S
— (72,000)

30,065 800
(224,319) (246,132)
(51,300) =
1,138,600 1,563,100
(934,388) (1,157,174)
(2,736) =
(17,212) o
(35,116) (28,772)
97,848 377,154
270,169 473,688
531,835 327,651
894 (602)
802,898 800,737

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7



Notes to Interim Condensed Consolidated Financial Information

PHIERHGSHFE SR MG

BASIS OF PREPARATION

The interim condensed consolidated financial information for the six
months ended 30 June 2022 has been prepared in accordance with
IAS34 Interim Financial Reporting. The interim condensed consolidated
financial information does not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group's annual consolidated financial statements

for the year ended 31 December 2021.

GOING CONCERN BASIS

The Group had net current liabilities of RMB718,536,000 as at 30 June
2022 (31 December 2021: RMB812,955,000). In view of the net current
liabilities position, the board of directors has given careful consideration
to the future liquidity and performance of the Group and its available
sources of finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern.

Having considered the unutilised banking facilities and cash flow
projections for the twelve months ended 30 June 2023, the directors are
satisfied that the Group is able to meet in full its financial obligations as
they fall due for the foreseeable future. Accordingly, the directors have
prepared the consolidated financial statements on a going concern basis.

1.

30 June 2022 202256 H30H

IREEE

HZ= 20225 6 A 308 1L/ E B 89 H
BRGEVBER TR EREBR ST E
BISE 34 SR F I & JREL - AR
HA R BR 4R & B 75 4 R I 48 Wi 8 4F 12 B
BRERATHMBENREEEE -
YREEAEBEHZE2021412731H
IFFENFEREMHRE—HBE -

T
SIEREEAE

AEBM2022F 6 A0 MRS AE
FE A AR 718536,0007T(2021 F
12318 AR#812,955,0007T) °
ENRBABFENER  EFEEH
TEREERTERMY K ERITE
KER BEBEZEAEEREKAR
BESREBEURETANES IR

EZERIAFEANBRITEREE UK
HZE2023F6A308 12 AR
eREEN  BEEMEE A&EEA
BENTERAITERMARREREITE R H
WBBEL - At EFCRBEKL
EWRBIRBIERE T HERE -
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Notes to Interim Condensed Consolidated Financial Information

P HA S B 45 5 B 35 B R B R

30 June 2022 202296 H30H

2. CHANGES IN ACCOUNTING POLICIES 2.
AND DISCLOSURES

The accounting policies adopted in the preparation of the interim
condensed consolidated financial information are consistent with those
applied in the preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2021, except for the adoption
of the following revised International Financial Reporting Standards
("IFRSs”) for the first time for the current period's financial information.

Amendments to IFRS 3 Reference to the Conceptual Framework

Amendments to IAS 16 Property, Plant and Equipment: Proceeds before
intended Use

Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Annual Improvements ~ Amendments to IFRS 1, IFRS 9, lllustrative

to IFRS Standards Examples accompanying IFRS 16.and IAS 41
2018-2020

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7

g%ﬂk%&iﬁﬁﬁéﬂ'ﬁé

BREEAEARE 2 B S B R B IR AT
IS BT BB B s 3R o5 22 A1) ([ B PR B 3%
REER DI REFHHEREZEH
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ARSI ER] REPEAAER
FIRAIET
EReER  HE - BER

F165RMIEE] R1E : BT
pdat e
B & st 4ER EIEIEA A —BER
EITHRMEE] AR
BIBR A 2R BRI IS IR
2018 & AERIE15E -
2020 FHH B B TS ¥
HYFJZ 2L AERIZE95R
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Notes to Interim Condensed Consolidated Financial Information

R HA 5 B &5 & B 3% B AL B 5E

2. CHANGES IN ACCOUNTING POLICIES 2.

AND DISCLOSURES (continued)

The nature and impact of the revised IFRSs are described below:

(a)  Amendments to IFRS 3 replace a reference to the previous
Framework for the Preparation and Presentation of Financial
Statements with a reference to the Conceptual Framework for
Financial Reporting issued in March 2018 without significantly
changing its requirements. The amendments also add to IFRS
3 an exception to its recognition principle for an entity to refer
to the Conceptual Framework to determine what constitutes an
asset or a liability. The exception specifies that, for liabilities and
contingent liabilities that would be within the scope of IAS 37 or
IFRIC 21 if they were incurred separately rather than assumed in a
business combination, an entity applying IFRS 3 should refer to IAS
37 or IFRIC 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets do
not qualify for recognition at the acquisition date. The Group has
applied the amendments prospectively to business combinations
that occurred on or after 1 January 2022. As there were no
contingent assets, liabilities and contingent liabilities within the
scope of the amendments arising in the business combination
that occurred during the period, the amendments did not have any
impact on the financial position and performance of the Group.

30 June 2022 20224F6H30H

BHBER KR

£ 1))

pacs

=

ERT BRI G HmE ER T k¥

2mT -

(a)

B PR BT 5 s 5 2E RIS 3 5% 2 8 FT
B TEAE2018F 3 B & M 57
B E B2 AEA4W 5| AERE 5
R AT 53R 2 A7 R 05 #RAE 48 ) 5|
A MEFRBEEREHENK -
ZEERT TN AR B 7 s 2 A
FE IR 2 ERIRBIEART HIHH -
AR R A SIERIERS
EARTEEEXBENBNK ° %
BISMETE - HREBIFR &5t %8
FEIVRIERTBRERES
BEgFENREBEABANEED
BEMKBEE NREEEHE
EMPRERESHFREER -
AR @S 2282 3558
ERELEZEBBR S LERIEI7
R BRI EREREZESR
Q15 BEM T M SIES - It
SN ZIEFTHRASBEEELERE
AR ERIEMS - AEEATE
MRS ETE A R 202241 A1
Ak 2 BEERNTEESH - BR
TUHHBEBEENTEEHATE
FEFTHERNNRBEE - BE
MEBEE  ALZBTHEHAE
B BRI 2 E 8 E T
#
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Notes to Interim Condensed Consolidated Financial Information

PHIS G S M FER M

30 June 2022 202296 H30H

2. CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (continued)

The nature and impact of the revised IFRSs are described below:

(continued)

(b)

Amendments to IAS 16 prohibit an entity from deducting from the
cost of an item of property, plant and equipment any proceeds from
selling items produced while bringing that asset to the location
and condition necessary for it to be capable of operating in the
manner intended by management. Instead, an entity recognises
the proceeds from selling any such items, and the cost of those
items, in profit or loss. The Group has applied the amendments
retrospectively to items of property, plant and equipment made
available for use on or after 1 January 2021. Since there was no
sale of items produced while making property, plant and equipment
available for use on or after 1 January 2021, the amendments did
not have any impact on the financial position or performance of the
Group.

Amendments to IAS 37 clarify that for the purpose of assessing
whether a contract is onerous under IAS 37, the cost of fulfilling
the contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract include both the incremental
costs of fulfilling that contract (e.g., direct labour and materials)
and an allocation of other costs that relate directly to fulfilling that
contract (e.g., an allocation of the depreciation charge for an item
of property, plant and equipment used in fulfilling the contract as
well as contract management and supervision costs). General and
administrative costs do not relate directly to a contract and are
excluded unless they are explicitly chargeable to the counterparty
under the contract. The Group has applied the amendments
prospectively to contracts for which it has not yet fulfilled all its
obligations at 1 January 2022 and no onerous contracts were
identified. Therefore, the amendments did not have any impact on
the financial position or performance of the Group.
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2. CHANGES IN ACCOUNTING POLICIES 2.

Notes to Interim Condensed Consolidated Financial Information

R HA & B &5

AND DISCLOSURES (continued)

The nature and impact of the revised IFRSs are described below:

(continued)

(d)

Annual Improvements to IFRS Standards 2018-2020 sets out
amendments to IFRS 1, IFRS 9, Illustrative Examples accompanying
IFRS 16, and IAS 41. Details of the amendments that are applicable
to the Group are as follows:

. IFRS 9 Financial Instruments: clarifies the fees that an entity
includes when assessing whether the terms of a new or
modified financial liability are substantially different from
the terms of the original financial liability. These fees include
only those paid or received between the borrower and the
lender, including fees paid or received by either the borrower
or lender on the other’s behalf. The Group has applied the
amendment prospectively to financial liabilities that are
modified or exchanged on or after 1 January 2022. As there
was no modification of the Group's financial liabilities during
the period, the amendment did not have any impact on the
financial position or performance of the Group.

. IFRS 16 Leases: removes the illustration of payments from
the lessor relating to leasehold improvements in Illustrative
Example 13 accompanying IFRS 16. This removes potential
confusion regarding the treatment of lease incentives when
applying IFRS 16.

B B 3% & L B 5E
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30 June 2022 202296 H30H

3. REVENUE 3. HEWA
An analysis of revenue is as follows: SHEWADTAOT ¢

For the six months ended 30 June

BZE6H308ENER

2022 2021

2022 F 2021
RMB’000 RMB'000
AREET T AREFT
(Unaudited) (Unaudited)
(REEX) (RE&E=Z)

Revenue from contracts with customers KEZEFPALHHEERA 1,548,581 1,446,189
DISAGGREGATED REVENUE INFORMATION FOR REVENUE FROM REZFEHNNEERA ZHEW
CONTRACTS WITH CUSTOMERS AERIBH4

For the six months ended 30 June

BZE6H30HLNER

2022 2021
2022 F 20214
RMB’000 RMB'000
ARET T ARETT
(Unaudited) (Unaudited)
(REEHEZ) (RigEZ)

Type of goods or services E RS R ER

Sale of goods EmiHE 1,548,581 1,446,189
Geographical market HEmS

Mainland China B A3, 1,548,581 1,446,189
Timing of revenue recognition Ug A FEFE RS

At a point in time RE 2, 1,548,581 1,446,189
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Notes to Interim Condensed Consolidated Financial Information

R HA 5 B &5 & B 3% B AL B 5E

4. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

4.

30 June 2022 202296 H30H

B %5 AU 721
B BATRFIR AR (GEA)
TR TR

For the six months ended 30 June

HZE6HA30HLNEAR

Cost of inventories sold
Loss arising from changes in fair value
Depreciation of items of property,
plant and equipment
Depreciation of right-of-use assets
Amortisation of other intangible assets
Research and development costs
Minimum lease payments under
operating leases
Auditor’'s remuneration
Impairment losses on financial and
contract assets, net:
Impairment of trade receivables
Impairment of contract assets
Write-down of inventories to
net realisable value
Impairment losses of property,
plant and equipment

EEFERAN
NHERBELNER
WE - BERZREERE
e
EREEENE
H{th #2 & B 5
IR DFN
REHERTH
RIEBEENK
A% 246 - B
TRNMANEERE
B 1RFEE
B 5 e WS IRR B
BREERE
TFEMURE R 23 FE

Y A
e S

2022 2021

2022 F 20214
RMB'000 RMB'000
ARET T AREFIT
(Unaudited) (Unaudited)
(REEZR) (REEEZ)
1,035,817 898,899
197,169 154,900
53,100 52,719
1,142 865

410 223

3,149 2,936
8,338 1,303

480 480

— 7,328

398 (537)

— 11,585

— 1,427
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30 June 2022 202296 H30H

5. INCOME TAX EXPENSE

S.

FriSHipX

For the six months ended 30 June
BZ6H30HLAEA

2022 2021

2022 F 20214
RMB’000 RMB'000
ARBT T ARETT

(Unaudited) (Unaudited)
(REER) (RESERZ)

Current - the PRC BHEE — AR B

Total tax expense for the period HANFTER S 5

= 231

= 231

6. DIVIDENDS

The directors did not recommend the payment of any interim dividend for
the six months ended 30 June 2022 (30 June 2021: nil).

7. EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent,
and the weighted average number of ordinary shares of 8,380,577,000
(2021: 8,381,295,000) in issue during the period, as adjusted to reflect the

rights issue during the period.

The calculation of the diluted earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent.
The weighted average number of ordinary shares used in the calculation
is the number of ordinary shares of 8,380,577,000 (2021: 8,381,295,000)
in issue during the period. There has no dilutive impact on potential

ordinary shares.

54 CHINA SHENGMU ORGANIC MILK LIMITED S BIEEH BT AR AT

6.

fig B

EEUVTEZMEE2022F 6 A30H
LE7NE AR SHE R ERAR B (2021 & 6
A308 : &) -

AR ERERSRE
BEAEBGESREN

BREABMNTIBIED AR L BRE
mIEFAEARGHRNENRBEANE T
AR A hn#E 5 1% £18,380,577,000
A% (2021 4 : 8,381,295,000 % )55 -
A7 45 A DA S Bk R A 9 (R

BRESAEFNDHRBET QR L RAAE
wRBABGEHRNGNGE - 5tEH
FRANEBERMETHERERTEE
1T H)E @ A% 8B 8,380,577,000 fi%
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30 June 2022 202296 H30H

7. EARNINGS PER SHARE 7. BRREERESRE
ATTRIBUTABLE TO ORDINARY BABILEEBIREF =
EQUITY HOLDERS OF THE PARENT
(continued)

The calculations of basic and diluted earnings per share are based on: BRERREFRF TIIREATEIE
FTHE

For the six months ended 30 June

HZE6H30RLNEAR

2022 2021
2022 20214
RMB’'000 RMB'000
ARBET T ARETT
(Unaudited) (Unaudited)
(REEHEZ) (REgEZ)
Earnings B
Profit attributable to ordinary equity BN AR T ERER
holders of the parent BB A& 228,843 259,275
Number of shares
RHEE
For the six months ended 30 June
BZE6H30HLEAEA
2022 2021
2022 F 20214
(Unaudited) (Unaudited)
(REEHEZ) (RigEZ)
Shares A& 17
Weighted average number of ordinary shares AR EEREREFH
in issue during the reporting period used in WERHRNBBEITLEBR
the basic earnings per share calculation hniE 8 8,380,577,000  8,381,295,000

Weighted average number of ordinary shares IR T E SR ESE R FH)

in issue during the reporting period used in WERRNBEBRITLBR
the diluted earnings per share calculation Do 9 85 8,380,577,000  8,381,295,000
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30 June 2022 202296 H30H

8.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2022, the Group acquired assets
with a cost of RMB61,142,000 (30 June 2021: RMB30,707,000).

Assets with a net book value of RMB2,849,000 were disposed of by
the Group during the six months ended 30 June 2022 (30 June 2021:
RMB7,118,000), resulting in a net loss on disposal of RMB1,153,000 (30
June 2021: RMB4,392,000).

During the six months ended 30 June 2022, no impairment loss (30
June 2021: RMB1,427,000) was recognised for certain property, plant
and equipment. During the six months ended 30 June 2021, there was
no recoverable amount which has been determined at the level of the
cash-generating unit based on a value-in-use calculation using cash flow
projections. The cash-generating unit mainly consists of property, plant

and equipment allocated to the other segments.

BIOLOGICAL ASSETS

The biological assets of the Group are dairy cows held to produce raw
milk and cows held for sale. Dairy cows held to produce raw milk are
categorised as bearer biological assets and cows held for sale are
categorised as consumable biological assets.

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7

8.

9.

Wx - BERRE

HE2022F6A30B8 1L NEA - K
EENUARKE61,142,0007T(2021F 6
A308 : AR¥30,707,0007T) & A
NKEEEE -

HE2022F 6 A308IE/EA - A&
B HEREFEAARE 2,849,000
TTHEERNIF6ANA: ARKE
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30 June 2022 202296 H30H

9. BIOLOGICAL ASSETS (continued) 9. EMEE )
(A) QUANTITY OF BIOLOGICAL ASSETS (A EVEEHE
The Group's biological assets include heifers and calves, milkable REENEMEERRBBEXNF K&
cows and beef cattle. Heifers and calves are dairy cows that have B4 REFRAY - BRF R
not had their first calves. The Group's beef cattle are raised for BEABREREFNPE - A&
sale. EfRENSEHEERS
30 June 31 December
2022 2021
2022 F 20214
6H30H 12H31H
Head Head
G} L}
(Unaudited) (Audited)
(REEEZ) (T Z)
Milkable cows paSEs 61,384 60,154
Heifers, calves and beef cattle BERAF - BFRAG 69,418 62,364
130,802 122,518
(B) VALUES OF BIOLOGICAL ASSETS (B) EYEEEE
The amounts of the Group's biological assets are as follows: REBMEYMEESTNT ¢

30 June 31 December

2022 2021

2022 F 20214

6A30H 12 A31H

RMB'000 RMB'000

AREET T AREF T

(Unaudited) (Audited)

(REEEZ) (EFEZ)

Milkable cows [paSES 1,866,599 1,849,254
Heifers, calves and beef cattle B - B RAS 1,014,144 914,986
2,880,743 2,764,240
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30 June 2022 202296 H30H

9. BIOLOGICAL ASSETS (continved)
(B) VALUES OF BIOLOGICAL ASSETS (continued)

The Group's biological assets in the PRC were independently valued
by Jones Lang LaSalle Corporate Appraisal and Advisory Limited
("JLL"), a firm of independent professionally qualified valuers not
connected with the Group, which has appropriate qualifications and
the recent valuation experience in the valuation of biological assets.

The valuation techniques and principal valuation assumptions
used in the determination of the fair value of dairy cows and cows
held for sale are consistent with those set out in the Group's 2021

annual report.

10. TRADE RECEIVABLES

An ageing analysis of the trade receivables as at the end of the reporting
period, based on the invoice date, is as follows:

9. EMEE =)

(B)

EYMEEBEGE)

AEBETENEYMEET A
EMTERFERERERAA
(T EEBIT )BIUGE - MFE
B 1T U A% BN R [ 4 A B O 0
VABRBERNGE - HEEE
MERITRNEBEEYEESER
B E &R -

ETNFREENRFAFERR
MEESTEREBHERRER
EE 2021 FERFTEHE B -

10. B 5 FEUR TR IR

RBERRNE ZRRFARERA

Within 3 months 3ME A A
4 to 6 months 4= 61E A
7 months to 1 year TEAZE1HF

BRI D ITAA T
30 June 31 December
2022 2021
2022 F 20214
6HA30H 12H31H
RMB’'000 RMB'000
AR¥T T ARBFIT
(Unaudited) (Audited)
(REEXR) (&8:%)
271,199 242,301
— 5,088
884 748
272,083 248,137
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30 June 2022 202296 H30H

11. TRADE AND BILLS PAYABLES 11. ES B FRIE R ER
Zig

REEE S EMNRIE R EMNER KRR
ZHHRERESTAT

An ageing analysis of the trade and bills payables of the Group, based on
the invoice date, is as follows:

30 June 31 December
2022 2021
2022 F 2021 6
6H30H 12 A31H
RMB’000 RMB'000
ARET T ARETTT
(Unaudited) (Audited)
(REERZ) (fEZ)
1 to 3 months 1Z231EA 473,273 992,300
4 to 6 months LEG6EA 251,909 171,532
7 to 12 months 7E212{@A8 70,637 68,999
1to 2 years 1824 15,153 16,943
2 to 3 years 2E3F 165 505
Over 3 years 3FEE 7 3,075
811,144 1,253,354
12. SHARE CAPITAL 12. Ig 7
SHARES gn)
30 June 31 December
2022 2021
2022 £ 20214
6H30H 12 A31H
RMB’'000 RMB'000
AREET T ARETF T
(Unaudited) (Audited)
(RETEZX) (EZ)
Authorised: JETE ¢
30,000,000,000 ordinary shares of 30,000,000,000 & =A% EIE
HK$0.00001 each 0.00001 BITH) E B
(2021:30,000,000,000 ordinary shares of (2021 £ : 30,000,000,000 fi%
HK$0.00001 each) SAEE{E 0.00001 BT T @A) 236 236
Issued and fully paid: BEITREE :
8,381,295,229 (2021: 8,381,295,229) 8,381,295,229 A% (2021 4 :
ordinary shares 8,381,295,229 i% ) & @M% 69 69
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30 June 2022 202296 H30H

13. Share Award Scheme 13. IR i B &t 2l

60

On 19 April 2022 (the "Adoption Date"), the Company adopted a long-
term share award scheme (the “Share Award Scheme”) to recognize the
contributions by certain employees of the Group and to provide them with
incentives in order to: (i) improve the corporate governance structure
to achieve sustainable development of the Company; (ii) attract, retain
and motivate outstanding talents and build a common interest among
shareholders, the Company and employees; (iii) fully motivate the core
employees and continue to stimulate high-quality growth of the team

performance; and (iv) attract external talents for the Company.

Subject to any early termination as may be determined pursuant to the
rules of the Share Award Scheme (the “Scheme Rules”), the Share Award
Scheme shall be effective from the Adoption Date and shall remain in
full force and effect for a period of ten years from the Adoption Date.
Pursuant to the Share Award Scheme, the shares under the Share Award
Scheme will be comprised of existing shares of the Company purchased
or to be purchased by the trustee (the “Trustee”, a professional and
independent trustee appointed by the Company to assist with the
administration of the Share Award Scheme) on the open market. The
Share Award Scheme shall be subject to the administration of authorised
representatives authorised by the Board and the Trustee in accordance
with the Scheme Rules.

As of 30 June 2022, a total of 27,266,000 ordinary shares of the Company
were purchased from open market by the Trustee at a total consideration
of approximately HK$10,502,000 (equivalent to approximately
RMB8,981,000).
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14. CONTINGENT LIABILITIES

(a)

During the six months ended 30 June 2022, the Group provided
guarantees to banks in respect of the bank loans of Shengmu
Forage amounting to RMB171,303,000.

A civil judgement was issued by the Intermediate People's Court of
Huhhot (the “PRC Court’) (the “Judgment”) on 16 August 2021 in
relation to a claim made against Inner Mongolia Shengmu Hightech
Farming Co., Ltd. (R & EHE BB A7) (‘Inner Mongolia
Shengmu’), an indirect wholly-owned subsidiary of the Company,
and two of the Company's former directors concerning a claim
made by the plaintiff. Provision was made amounting to RMB49.2
million for the probable losses, which was reflected in the 2021
annual financial report, to the Group based on the reasonable
estimation of the outcome of the lawsuits after taking into account
the legal advice by the management. For further details, please
refer to the announcements published by the Company on 16
September 2021 and 22 October 2021 and the 2021 Annual Report.
Inner Mongolia Shengmu had applied to the High People's Court
of Inner Mongolia Autonomous Region for a second trial and no
adjudication has yet been made.

30 June 2022 20224F6H30H

14.KEAE

(a)

HZE2022F 6 A30HIEEA -
AEBAEHEEMRITERM
BITREER 2BAARE
171,303,000 7T ©

R2021E8 A 16 H - W FIE 4
MAHRRARZER(HEER ]
MEEABARABEEZEL2EWB
RAINEHEHEEHERRA
ATAEHER ) ERARFTMA
AEEERMNBERELREAR
E((HRD - EEEEERE
BERRE  BEHFALERNE
B AEBE AURREAD
EEFIEAREO2ASTH
BE RME2021FFEMK
HEh c EEHBRALZAAA
R2021F9H16H ~ 2021410
A22 HE MM A% &2021 F4
EHE c AREEHRERAT G
BiaEmBARERIEN —FH
o BRETRARHR
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30 June 2022 202296 H30H

15. COMMITMENTS

The Group had the following capital commitments at the end of the
reporting period:

15. iFiE

AEBERRERROBEARAELWT

30 June 31 December
2022 2021
2022 F 2021 £
6H30H 12 A31H
RMB’000 RMB'000
AREET T AREFT
(Unaudited) (Audited)
(REEZ) (e EZ)
Contracted, but not provided for: DRI B R B
Land and buildings b R 9,135 2,590

16. RELATED PARTY TRANSACTIONS

(a)  In addition to the transactions detailed elsewhere in this financial (a)

16. BB S X 5
RERARBTHE R H 5
SES YIRS PSS
FETIRS :

information, the Group had the following transactions with related
parties during the period:

For the six months ended 30 June

BZE6H30HLNER

2022 2021
2022 F 20214
RMB’'000 RMB'000
ARMET T ARETT
(Unaudited) (Unaudited)
(REEHEZ) (RigEZ)
Associates: VNI
Purchases of raw materials BERME — 21,067
Sales of goods s e 30,927 24,544
Purchases of property, plant and BEME  BERRE
equipment = 776
Affiliates of a substantial shareholder: TERREBBAR
Sales of goods [EhnEks 1,416,360 1,297,906
Purchases of raw materials BERME 46,844 43,776
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30 June 2022 202296 H30H

16. RELATED PARTY TRANSACTIONS 16. BB 53X B )

(continued)

(b)  Compensation of key management personnel of the Group: (b) ANEBEZEIEABEMREN

For the six months ended 30 June
BZ6H30HLAEA
2022 2021
2022 20214
RMB’000 RMB'000
AR¥T T ARETT
(Unaudited) (Unaudited)
(REEER) (RESEZ)

Short-term employee benefits SEL 3= RER 4,565 3,015
Pension scheme contributions IRREFTEIH R 101 103
4,666 3,118

(c)  Outstanding balances with related parties (c) M ARREZBLER

30 June 31 December

2022 2021

2022 F 20214

6H30H 12A31H

RMB’'000 RMB'000

ARBT T ARETT

(Unaudited) (Audited)

(RE&ER) (18 2%)
Amounts owed by/(owed to) AN TIERBNBE AT
associates included in: REE/(RISEERT)

B S
Trade receivables B 5 RWRIA 4,971 5,695

Affiliates of substantial shareholders: T ZREHBA A :

Trade receivables B 5 W GRIA 253,278 216,472
Trade payables B SN FIE (2,579) (966)
Prepayments, deposits and BRFIE - Bek

other receivable E At lE U RIE 31,661 32,192
Other payables and accruals HEMEMARIERTERER (33,794) (32,744)
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30 June 2022 202296 H30H

16. RELATED PARTY TRANSACTIONS

(continued)

(c)  Outstanding balances with related parties (continued)

Trade receivables and trade payables with related parties have
credit terms similar to those offered by/to third parties.

17. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS

The carrying amounts and fair values of the Group's financial
instruments, other than those with carrying amounts that reasonably

approximate to fair values, are as follows:

16. BB 53X B )

(c) EREEBITRRERGHRE)

HEAM T NE S RUGKIANE S
eI IR B B 55 = J7 $R 4t AR it
fR% = MFCRA B E B %

17. M ITANAFER
DFESH

AEEeRTAGREERAFERRE
HEERINREERDAFERNT

Carrying amounts Fair values
REE AFE

30June 31 December 30 June 31 December

2022 2021 2022 2021

20225 20215 20226 2021 F

6H30H 12A31H 6A 308 12A31H

RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETRT NNV

(Unaudited) (Audited) (Unaudited) (Audited)

(REBEHR) (£E7) EEESI) (B5%)
Financial assets EREE

Long-term receivables REEMEOR 5,897 6,355 5,736 6,334
Financial liabilities tRBE

Interest-bearing bank borrowings FHERITAER 1,953,381 1,679,168 1,928,233 1,649,205

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade receivables, trade and bills payables,
financial assets included in prepayments, other receivables and other
assets, and financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the short-term

maturities of these instruments.
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17. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
IN STRUMENTS (continued)

The fair values of the financial assets and liabilities are determined at
the amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation

sale.

The following methods and assumptions were used to estimate the fair

values:

The fair values of the non-current portion of long-term receivables and
the interest-bearing bank loans have been calculated by discounting
the expected future cash flows using rates currently available for
instruments with similar terms, credit risk and remaining maturities.

Below is a summary of significant unobservable inputs to the valuation of
financial instruments together with a quantitative sensitivity analysis as
at 30 June 2022 and 31 December 2021:

30 June 2022 202296 H30H

17. £ TANQAFER

DEEER o
SHEAERABMATERENRS
hE S EEET T AR EE

E o REISFEHERN

AT IERBRBRGRFE :

B HRE SRR SR BB S U R 5
317 B AT BT R DU -
EEABRES THRAHTARST
BGHFEFRERRRBL RED
R -

AT AP 20229F6 A30H K& 20214
12431 ARSI AGKENSE AT
BR A \SEREZERTERRED
T

Valuation Significant
technique unobservable input

ERTAERE
fh{ET B

Sensitivity of fair

Range value to the input
DR EHEA
BE HENHRE

Unlisted investment, Market approach  Discount for lack

at fair value through of marketability
other comprehensive ("DLOM")

income

BRAFESFARMEEKE - WHHE
H3E EHIRE
MEITED)

R Z 5 R A T
EB(RZHHRE

20% 10% increase/decrease
in DLOM would result in
decrease/increase in fair
value by RMB2,000,000
(31 December 2021:
RMB2,280,000)

20% MRZTIHMBMLEESIE
M EA10% 8K BB A
FERLD EMARE
2,000,0007T(2021 4512 A
31H : A R #12,280,000
7T)
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P HA S B 45 5 B 35 B R B R

30 June 2022 202296 H30H

17. FAIR VALUE AND FAIR VALUE 17. €M TENATFER
HIERARCHY OF FINANCIAL PEEZFH =)
IN STRUMENTS (continued)
FAIR VALUE HIERARCHY DNEEER
The following tables illustrate the fair value measurement hierarchy of TERAPAEENSRTANAFEE
the Group's financial instruments: ATEEH
Assets measured at fair value: BAFETENEE
As at 30 June 2022 20229 6 A30H

Fair value measurement using
EAUT BEBNAFETE
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3)
ERAEHE EBEXTATEE

A BB WA BB

(F=4%) (B=4)

RMB’'000 RMB’'000 RMB’000
ARYET T ARHEET T ARYET T
(Unaudited) (Unaudited) (Unaudited)
(RE&EX) (RE&ER) (RE&EX)

Unlisted investment, at fair value BAFEFAEM
through other comprehensive income 2 HEWZHAIFE FHRE — 69,000 69,000
Derivative financial instruments PTESMT A 17,970 = 17,970

17,970 69,000 86,970

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7
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R HA 5 B &5 & B 3% B AL B 5E

30 June 2022 202296 H30H

17. £ TANQAFER

17. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continvea)

FAIR VALUE HIERARCHY (continued)
As at 31 December 2021

DEEER o

N EERE)
722021812 A31H

Fair value measurement using

FERATBENRFEFE

Significant Significant
observable unobservable

inputs inputs
(Level 2) (Level 3) Total

BERABR FERATAEBR

o A\ BUE A B
(F=#) (B=5) BET
RMB'000 RMB'000 RMB'000
AREFTT AREFTT ARETTT
(Audited) (Audited) (Audited)
(e EZ) (feH==Z) (T Z)

Unlisted investment, at fair value BAVEFAEMEE

through other comprehensive income WA IE FHIRE — 91,200 91,200
S 91,200 91,200

The movements in fair value measurements within Level 3 during the

period are as follows:

HR - E=RAFEAEZHUT :

2021
20214
RMB'000
AR¥ET T
(Audited)
(fEEZ)

2022
2022 %
RMB’'000
ARMET T
(Unaudited)
(REEEZ)
Unlisted investment, at fair value through BAFEGAEMEE Y S
other comprehensive income HIELHIRE
At 1 January w1 AR 91,200
Total losses recognised in REMEENEER
other comprehensive income 2 BB (22,200)
At 30 June 6 H30H 69,000
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P HA S B 45 5 B 35 B R B R

30 June 2022 202296 H30H

17. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

FAIR VALUE HIERARCHY (continued)

Liabilities measured at fair value:

17. €I ENXTFER
PEEER o

RNVPEERE)
BAFEENERS

Fair value measurement
using significant
observable inputs (Level 2)

Derivative financial instruments TESRTA
Financial guarantee contracts B EIRE &Y

FERE R THREASIEN
AFEFE(EZR)

30 June 31 December
2022 2021
2022 F 2021 6
6H30H 12 A31H
RMB'000 RMB'000
ARYEET T ARETF T
(Unaudited) (Audited)
(REEZ) (feEZ)
— 7,172
1,750 1,777
1,750 8,949

During the period, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3 for
financial liabilities (six months ended 30 June 2021: nil).

18. APPROVAL OF THE INTERIM
FINANCIAL INFORMATION

The unaudited interim condensed consolidated financial information was
approved and authorised for issue by the board of directors on 23 August
2022.

CHINA SHENGMU ORGANIC MILK LIMITED A EBEE4 A #et B R A 7

HA - MEFeREENATENE
FE—RRE_HzHEER  FEH
A 8B = R (B E20216F6 A30
HiIEA@EA - &) -

18. b A HA B 15 B

REEZPPEAEETEERR
2022 8 A 23 BEEFT UL M EE
Tz -
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